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HIGHLIGHTS 


THIS  study  covers  data  collected 
in  a  survey  of  fluid  milk  mar- 
keting of  124  dairy  manufacturing 
cooperatives  located  in  Minnesota, 
Wisconsin,  and  Iowa,  and  includes 
detailed  analyses  of  three  selected 
concerns.  This  study  should  help 
cooperative  and  other  dairy  firms 
decide  whether  it  is  wise  to  handle 
Grade  A  milk.  Any  decisions  by 
these  firms  on  Grade  A  marketing 
call  for  careful  self-analysis,  par- 
ticularly on  estimates  of  operating 
costs  that  may  be  incurred  in  such 
marketing. 

Handling  Grade  A  fluid  milk  has 
become  increasingly  important  to 
dairy  manufacturing  cooperatives. 
Originally  set  up  to  manufacture 
ungraded  milk,  these  cooperatives 
and  similar  concerns  must  decide 
today  whether  it  is  economically 
feasible  to  gear  themselves  to  the 
trend  toward  Grade  A  milk  produc- 
tion and  marketing. 

Types  of  Cooperatives 

Farmer  Cooperative  Service  in 
1957  surveyed  two  principal 
types  of  cooperatives — manufac- 
turing concerns  already  marketing 
Grade  A  fluid  milk  and  manufac- 
turing concerns  with  non-Grade  A 
fluid  marketing  operations. 

Of  124  cooperatives  responding, 
81  were  marketing  Grade  A  milk. 
During  the  peak  years  of  adding 
Grade  A  operations — 1951  to  the 
time  of  the  survey — about  half  of 
the  reporting  cooperatives  began 


marketing  Grade  A  fluid  milk. 
Two-thirds  diversified  primarily 
because  they  believed  a  trend  was 
developing  toward  Grade  A  milk 
production.  Other  reasons  in- 
volved higher  returns  for  patrons' 
milk,  growing  customer  demand, 
and  procurement  competition. 

As  for  the  43  manufacturing  as- 
sociations marketing  only  non- 
Grade  A  fluid  milk,  about  half 
were  seriously  considering  convert- 
ing their  fluid  milk  operations  to 
meet  Grade  A  standards.  Of  these, 
almost  60  percent  definitely 
planned  to  make  necessary  changes 
in  receiving  and  handling  facilities, 
thus  opening  the  way  for  producer- 
members  to  convert  to  production 
of  Grade  A  milk. 

In  comparing  the  Grade  A  firms 
with  the  non-Grade  A  firms,  we 
found  that  fluid  milk  marketing  re- 
mained much  more  of  a  sideline  for 
the  non- Grade  A  firms.  At  the  time 
of  the  survey,  non- Grade  A  firms 
manufactured  about  90  percent  of 
all  milk  qualified  for  drinking. 

Extent  of  Diversification 

As  to  degree  and  type  of  diversifi- 
cation of  Grade  A  handling  firms, 
the  number  selling  Grade  A  milk  in 
bulk  about  equaled  the  number  bot- 
tling Grade  A  milk.  Since  the  start 
of  Grade  A  operations,  these  firms 
had  increased  the  number  of  func- 
tions they  performed.  Although 
only  5  percent  started  selling  Grade 
A  milk  by  combining  all  3  opera- 
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tions — bulk  milk,  bulk  cream,  and 
bottled  milk  products — that  propor- 
tion had  more  than  doubled  by  the 
time  of  the  survey.  Of  all  Grade  A 
milk  reaching  fluid  outlets,  82  per- 
cent was  sold  as  bulk  milk  and 
cream.  Bottled  milk  and  cream 
sales  made  up  the  remaining  18 
percent. 

By  diversifying  to  include  Grade 
A  handling,  cooperatives  were  able 
to  (1)  supply  raw  whole  milk  to 
fluid  milk  distributors  in  Federal 
order  markets,  (2)  supply  bulk 
cream  to  distant  markets,  and  (3) 
bottle  milk,  chiefly  for  local  con- 
sumption. Also,  some  cooperatives 
were  able  to  produce  certain  higher 
quality  manufactured  products 
when  substantial  proportions  of 
"surplus''  Grade  A  milk  were  in- 
cluded. 

Cooperatives  X,  Y,  and  Z 

Covering  the  period  of  1955 
through  1958,  case  studies  of  three 
cooperatives,  selected  from  those 
participating  in  the  general  survey, 
brought  to  light  individual  prob- 
lems and  differences.  While  it 
would  not  be  sound  to  generalize 
broadly  from  these  case  studies,  we 
may  summarize  as  follows: 

1.  Participation  in  market-wide 
pools  of  certain  Federal  milk  orders 
was  the  major  marketing  method 
used  by  many  manufacturing  co-ops 
in  developing  their  Grade  A  milk 
program. 

2.  Despite  increasing  supplies  of 
Grade  A  milk  over  the  last  4  to  5 
years  in  many  Midwestern  fluid 
markets,  the  price  differential  be- 
tween Grade  A  and  manufacturing 
grade  milk  did  not  decline;  in  some 
instances  it  even  increased.  Main- 
ly by  paying  larger  indirect  or  sup- 
plemental payments  to  producers 
of  Grade  A  milk,  two  of  the  three 


coooperatives  studied  in  detail 
increased  the  price  differential  be- 
tween Grade  A  milk  and  manufac- 
turing grade  milk  between  1955  and 
1958. 

3.  Additional  plant  costs  in  in- 
stalling facilities  for  receiving 
Grade  A  bulk  tank  milk  were  in- 
significant for  concerns  already 
equipped  for  receiving  Grade  A  can 
milk. 

4.  Manufacturing  cooperatives 
able  to  expand  their  operations  to 
Grade  A  milk  handling  by  install- 
ing only  bulk  receiving  facilities 
realized  much  greater  savings  than 
those  concerns  having  to  install 
Grade  A  milk  can-receiving  equip- 
ment and  then  to  convert  to  bulk. 

Alternatives 

A  milk  manufacturing  coopera- 
tive usually  has  several  alternatives 
about  marketing  Grade  A  fluid 
milk:  (1)  To  not  handle  it,  (2)  to 
receive  Grade  A  milk  and  establish 
its  own  bottling  operation,  (3)  to 
sell  bulk  milk  and/or  cream  to  fluid 
distributors,  or  (4)  to  combine  op- 
erations described  in  2  and  3. 

Many  small  cooperatives,  decid- 
ing that  adding  a  Grade  A  opera- 
tion is  necessary  to  compete  in  the 
market,  may  seriously  want  to 
consider  integration  or  merger  in 
all  their  aspects.  Some  large  asso- 
ciations may  find  it  desirable  to  add 
several  Grade  A  functions  at  the 
start. 

This  circular  shows  how  many 
milk  manufacturing  cooperatives 
market  Grade  A  fluid  milk  success- 
fully. However,  it  points  out  that 
a  cooperative  should  undertake 
Grade  A  operations  only  after  a 
careful  market  study  and  estimates 
of  added  operating  costs  that  may 
be  incurred  indicate  a  high  proba- 
bility of  success. 


iv 


How  Manufacturing  Co-ops 
Market  Grade  A  Milk 

By 

Donald  R.  Davidson 
Dairy  Branch,  Marketing  Division 


MILK  manufacturing  coopera- 
tives and  other  concerns  in 
many  parts  of  the  midwest  are  add- 
ing facilities  for  handling  Grade 
A  milk.1  Reasons  for  diversifying 
into  fluid  operations  include :  Pres- 
sure from  dairy  farmers,  local  mar- 
ket demand,  competition  from  other 
firms,  and  a  growing  belief  in  a 
trend  toward  a  single  standard  of 
milk. 

To  obtain  information  on  these 
developments  in  the  trend  toward 
Grade  A,  Farmer  Cooperative 
Service  in  1957  surveyed  124  dairy 
manufacturing  cooperatives  in 
Minnesota,  Wisconsin,  and  Iowa 
that  marketed  fluid  milk.  A  pre- 
liminary report  on  this  survey  was 
published  in  1959.2 

FCS  then  selected  three  coopera- 
tives from  this  group  for  more  de- 


1  As  used  in  this  survey,  Grade  A  milk 
means  milk  inspected  either  by  local  or 
State  health  departments,  under  require- 
ments of  a  health  regulation  with  mini- 
mum standards  approximating  those  of 
the  U.S.  Public  Health  Service's  Recom- 
mended Milk  Ordinance  and  Code,  1953 
edition. 

2  Davidson,  D.  R.  grade  a  milk  mari- 

KETING      BY      MANUFACTURING  CO-OPS  

FINDINGS  IN  MINNESOTA,  WISCONSIN,  AND 

iowa.  General  Report  56.  Farmer  Co- 
operative Service,  U.S.  Dept.  of  Agr., 
May  1959. 


tailed  analyses  of  their  operations 
for  the  period  of  1955  through 
1958.  This  circular  combines  the 
information  from  the  preliminary 
report  with  the  information  ob- 
tained through  these  case  studies. 

It  explains  why  dairy  manufac- 
turing cooperatives  diversify  into 
fluid  operations  and  provides  in- 
formation on  cost  of  conversion.  It 
helps  answer  the  question :  Should 
a  manufacturing  cooperative  ex- 
pand its  operations  to  include  han- 
dling Grade  A  milk  ? 

This  circular  points  up  some  of 
the  major  advantages  and  dis- 
advantages of  diversification  of 
manufacturing  cooperatives  by  add- 
ing fluid  milk  operations.  It  con- 
siders some  of  the  problems  in- 
volved in  "retooling"  a  plant  for 
handling  both  types  of  milk.  De- 
tailed facts  on  costs  of  adding  Grade 
A  equipment,  the  range  of  seasonal 
and  monthly  deliveries,  records  of 
utilization,  and  like  data  came  from 
the  three  associations  examined  in 
the  form  of  case  studies.  Analysis 
of  cost  factors  did  not  include  study 
of  additional  operating  costs  in- 
curred by  expanding  into  Grade  A 
fluid  marketing  operations. 
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In  addition,  this  circular  analyzes 
cooperatives  that  received  Grade  A 
milk  in  combination  with  non- 
Grade  A  milk  or  farm  separated 
cream  or  both.  Also  discussed, 
though  in  less  detail,  are  the  ex- 
periences of  those  concerns  receiv- 
ing non-Grade  A  milk  only  or  those 
receiving  both  non-Grade  A  milk 
and  farm-separated  cream  but  hav- 
ing fluid  milk  outlets.  Nearly  four 
out  of  five  dairy  cooperatives  that 
operated  in  the  north  central  region 
in  1956  were  located  in  the  tri-State 
region  studied. 

The  results  of  this  study  have 
made  it  clear  that  an  association 
should  not  try  to  expand  without 
guidelines.  Diversification  into 
handling  Grade  A  milk  requires 
substantial  increases  in  equipment 
investments.  Milk  manufacturing 
concerns  would  not  consider  ex- 
panding into  marketing  Grade  A 
milk  unless  they  anticipated  the  ad- 
vantages would  eventually  offset 
these  additional  costs.  Such  costs 
must  be  taken  into  account,  because 
Grade  A  producers  must  receive 


adequate  compensation  for  their  ex- 
pense of  producing  better  quality 
milk. 

Demand  from  local  markets  has 
been  one  of  the  factors  motivating 
many  manufacturing  cooperatives 
to  market  Grade  A  fluid  milk. 
Another  incentive,  but  to  a  lesser 
degree,  has  been  the  seasonal  and 
emergency  needs  of  out-of-State 
milk  markets  having  inadequate  lo- 
cal supplies.  Before  an  association 
installs  the  necessary  equipment,  it 
needs  to  know  what  year-round 
markets — local  and  regional — exist 
and  how  it  can  expect  to  dispose 
most  profitably  of  the  Grade  A 
milk.  Farmers  also  need  to  know 
about  market  conditions  before  they 
make  the  change  to  Grade  A.  Be- 
yond knowing  local  and  area  mar- 
kets, one  of  the  best  ways  to  judge 
whether  diversification  can  be  prof- 
itable is  to  learn  what  other  asso- 
ciations have  done  and  are  doing. 

Eeaders  interested  in  the  detailed 
methodology  and  procedure  for  con- 
ducting this  study  will  find  it  out- 
lined in  the  preliminary  report  on 
this  study  already  mentioned. 


Graded  and  Ungraded  Milk  Marketing 


TN  the  past,  manufacturing  asso- 
ciations  branching  out  to  market 
ungraded  fluid  milk 3  have  had 
wider  market  opportunities  than 
the  firms  that  have  remained 
strictly  in  the  dairy  manufacturing 
field.  Today,  however,  consumer 
demand  for  table  milk  has  changed, 
making  it  more  and  more  difficult 


3  Ungraded  fluid  milk  and  manufactur- 
ing grade  milk  are  used  interchangeably 
in  this  circular  and  mean  milk  not  re- 
quired to  meet  sanitary  standards  above 
those  for  manufacturing  purposes.  Ex- 
cept in  markets  without  an  inspection 
code,  this  milk  is  not  eligible  for  fluid 
marketing. 


to  market  ungraded  fluid  milk  for 
drinking  purposes.  Each  year  the 
number  of  cooperatives  selling  un- 
graded milk  in  the  fluid  market 
declines. 

Growing  Importance 

High  quality  is  essential  in  our 
modern  and  keenly  competitive  food 
markets,  where  dairy  products  must 
compete  with  substitutable  foods  for 
the  consumer  dollar.  Consumers 
are  becoming  more  interested  in  the 
conditions  under  which  their  manu- 
factured dairy  products  are  pro- 
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duced.  Likewise,  a  number  of  dairy 
farmers  feel  that  the  future  holds 
greater  promise  for  Grade  A  milk 
producers  than  for  producers  of  un- 
graded milk.  They  think  increased 
returns  will  more  than  offset  the 
cost  of  converting  to  Grade  A. 

As  a  result  of  such  consumer  and 
producer  sentiment  favoring  Grade 
A  milk,  associations  face  strong  de- 
mands to  provide  facilities  and  mar- 
kets for  Grade  A  handling.  Some 
of  these  associations  see  a  growing 
trend  toward  a  single  standard  for 
milk,  whether  it  be  manufactured 
or  packaged  for  fluid  use.  Many 
firms  are  already  marketing  fluid 
Grade  A  milk  in  addition  to  manu- 
facturing ungraded  milk.  Others, 
however,  are  still  attempting  to 
market  fluid  non-Grade  A  in  addi- 
tion to  manufacturing  it. 

The  124  reporting  cooperatives  in 
this  study  represented  16,780  farm- 
er-members shipping  milk  qualified 
for  fluid  use.  Of  the  reporting  as- 
sociations, 81  marketed  Grade  A 
milk  and  furnished  information  on 
12,635  patrons  shipping  Grade  A 
milk,  while  the  43  cooperatives  sell- 
ing   only    ungraded    fluid  milk 


furnished  information  on  4,145 
patrons. 

In  1956,  dairy  manufacturing  co- 
operatives marketing  Grade  A  milk 
in  the  area  surveyed  received  44  per- 
cent of  their  total  butterfat  in 
Grade  A  milk,  49  percent  in  manu- 
facturing grade  milk,  and  only  6 
percent  in  farm-separated  cream. 

For  those  who  consider  entering 
the  Grade  A  field  and  for  those  al- 
ready in  the  field  who  want  to  eval- 
uate their  operations,  a  comparison 
of  the  experiences  of  other  concerns 
and  trends  in  the  same  general  area 
may  be  the  most  helpful  guidepost. 

Entry  into  Grade  A 

One  of  the  basic  questions  asked 
by  managements  of  milk  manufac- 
turing cooperatives  or  other  firms 
about  adding  facilities  for  handling 
Grade  A  milk  is  this:  Should  we 
enter  the  Grade  A  market  now  ? 

In  order  to  find  out  if  entry  will 
be  economically  feasible  under  con- 
ditions common  in  the  industry, 
FCS  sent  out  a  mail  questionnaire. 
This  sought  to  determine  the  situ- 
ation with  respect  to  new  entries 
of  cooperatives  and  plans  of  non- 
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Dairy  manufacturing  cooperatives  in  the  Midwest  have  been  expanding  operations  into  the 
marketing  of  Grade  A  fluid  milk.  The  co-op  shown  above  has  developed  its  Grade  A  program 
primarily  by  shipping  milk  in  bulk  form  into  a  Federal  order  market-wide  pool. 
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Grade  A  cooperatives  for  diversi- 
fying into  the  Grade  A  fluid  milk 
field. 

The  survey  showed  that  during 
the  6-year  period  of  1951-56  dairy 
manufacturing  cooperatives  rapidly 
diversified  into  Grade  A  fluid  milk 
handling.  The  data  assembled  did 
not  show  the  actual  growth  of 
Grade  A  handling  in  the  dairy 
industry  from  year  to  year,  since 
no  information  was  available  on 
the  number  of  concerns  that  may 
have  stopped  Grade  A  operations 
during  this  period.  However,  the 
data  indicated  how  recently  firms 
then  operating  began  Grade  A  fluid 
marketing. 

Of  77  cooperatives  reporting,  3 
out  of  5  started  handling  Grade  A 
fluid  milk  after  January  1,  1951. 
The  most  important  years  were 
1952,  1953,  1955,  and  1956  when 
36 — or  about  50  percent — added 
Grade  A  fluid  operations. 

Data  for  1957  were  incomplete, 
since  the  questionnaire  reached  co- 
operatives early  in  the  year. 


In  Wisconsin,  Grade  A  market- 
ing developed  at  an  earlier  date 
than  in  Minnesota  or  Iowa.  Only 
one-fourth  of  the  cooperatives  re- 
porting from  Minnesota  and  Iowa 
were  marketing  Grade  A  fluid  milk 
before  1951,  as  compared  with  more 
than  half  of  Wisconsin's  associa- 
tions. 

It  is  not  enough  to  know  when 
cooperatives  diversified.  Because 
once  we  know  why  dairy  manu- 
facturing concerns  have  entered 
Grade  A  milk  marketing,  we  may 
have  a  vital  key  to  improve  effi- 
ciency in  handling  this  milk. 

What,  then,  were  the  basic 
causes  of  the  uptrend  in  Grade  A 
diversification?  Of  the  79  dairy 
manufacturing  cooperatives  an- 
swering this  question  in  the  tri- 
State  area,  two-thirds  diversified  to 
Grade  A  milk  because  they  believed 
such  a  trend  was  developing 
(table  1). 

Taking  a  positive,  long-term  ap- 
proach, many  concerns  added 
Grade  A  operations  because  they 


Table  7. — Reasons  cooperatives  added  Grade  A  fluid  milk  operation 


Item 

Minne- 

Wis- 

Iowa 

3-State 

sota 

consin 

total 

Number  of  cooperatives  reporting   36  29  14 

Reasons  1 :  Number  of  cooperatives 

Belief  in  a  trend  toward  Grade  A  milk 
production. 

To  meet  local  customers'  demands  for 
bottled  milk. 

To  obtain  higher  sales  price  for  pro- 
ducer-patrons' Grade  A  milk. 

To  prevent  loss  of  producer-patrons 
wanting  to  convert  to  Grade  A  pro- 
duction. 

To  meet  competition  from  another 
dairy  firm  buying  Grade  A  milk  in 
the  area. 

To  supply  seasonal  and  emergency 
needs. 

To  supply  regular  year-round  market.  _ 


27 

21 

5 

53 

27 

7 

9 

43 

16 

22 

5 

43 

12 

19 

3 

34 

12 

15 

28 

6 

9 

2 

17 

1 

2 

1 

4 

1  Number  of  reasons  exceeds  number  of  cooperatives  because  most  cooperatives  gave 
more  than  1  reason. 


More  and  more  Midwestern  dairy  herds  are  producing  milk  that  meets  Grade  A  standards. 
Two-thirds  of  the  dairy  manufacturing  cooperatives  surveyed  throughout  Minnesota,  Wisconsin, 
and  Iowa  reported  this  growing  trend  toward  production  of  Grade  A  milk. 


thought  it  would  eventually  be 
more  profitable  for  their  farmer- 
members.  They  also  sought  to 
meet  growing  local  customer  de- 
mands for  Grade  A  bottled  milk 
and  to  supply  markets  for  bulk 
milk.  The  data  showed  that  other 
associations  diversified  either  to 
prevent  their  farmer-members  from 
shifting  to  firms  already  handling 
Grade  A  milk  or  to  compete  with 
other  firms  buying  milk  in  their 
area. 

Considering,  by  States,  motives 
for  diversifying,  a  third  of  the  co- 
operatives in  Iowa  listed  a  growing 
trend  toward  Grade  A  milk  com- 
pared with  nearly  three- fourths  of 
the  cooperatives  in  both  Minnesota 
and  Wisconsin.  Three- fourths  of 
the  cooperatives  in  Wisconsin,  two- 
fifths  in  Minnesota,  and  only  a  third 
in  Iowa  diversified  to  bring  in- 
creased returns  to  members.  Local 
customer  demand  figured  most 
prominently  in  Minnesota's  and 
Iowa's  Grade  A  milk  marketing. 


Conversely,  Wisconsin  had  the 
largest  percentage  diversifying  to 
meet  generally  expanding  markets 
for  Grade  A  bulk4  milk.  Table  1 
gives  further  details  on  reasons  for 
diversifying. 

Non-Grade  A  Marketing 

What  about  manufacturing  coop- 
eratives now  in  the  ungraded  fluid 
milk  field?  Will  they  continue 
marketing  ungraded  fluid  milk 
only  ?  Or,  do  they  plan  to  enter  the 
Grade  A  fluid  market  ?  Answers  to 
these  questions  should  indicate 
whether  the  trend  is  toward  Grade 
A. 

About  half  the  reporting  coop- 
eratives handling  only  ungraded 
milk  were  seriously  considering 
converting  to  a  Grade  A  inspection 
basis  within  5  years.  Of  these,  al- 
most 60  percent  had  definite  plans 
to  diversify. 

4  Shipments  of  raw  whole  milk  in  con- 
tainers of  not  less  than  10  gallons  to 
Class  I  milk  distributors. 
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Data  gathered  for  this  study 
show  that  the  greatest  number  of 
non-Grade  A  manufacturing  con- 
cerns expanded  into  the  fluid  milk 
field  almost  immediately  after 
World  War  II.  The  6-year  period 
of  1945-50  was  the  time  of  greatest 
expansion  into  fluid  operations  for 
the  35  reporting  manufacturing  co- 
operatives. More  than  one-third  of 
them  entered  fluid  marketing  at  this 
time. 

The  most  frequently  given  rea- 
son for  adding  ungraded  fluid  oper- 
ations was  to  meet  local  customers' 
demands,  as  reported  by  three- 
fourths  of  the  concerns.  Some  of 
the  firms  began  bottling  milk  to 
provide  sales  outlets  for  producers 


who  wished  to  shift  from  farm- 
separated  cream  to  whole  milk. 
Others  shifted  to  obtain  higher 
sales  prices  for  farmers  whose  milk 
could  qualify  for  fluid  use.  Still 
others  saw  a  trend  developing  in 
their  area  toward  Grade  A  milk 
production  and  added  fluid  opera- 
tions as  a  "first  step"  in  gearing 
themselves  to  the  trend  (table  2). 

However,  ungraded  fluid  milk 
operations  fell  very  much  into  the 
sideline  category.  Reporting  non- 
Grade  A  concerns  manufactured 
about  90  percent  of  their  milk  that 
qualified  for  fluid  use,  whereas 
slightly  more  than  half  of  the 
Grade  A  butterfat  reached  fluid 
outlets. 


Current  Role  of  Grade  A  Cooperatives 


SOME  of  the  largest  dairy  manu- 
facturing cooperatives  han- 
dling Grade  A  milk  in  the  United 
States  are  located  in  the  3-State 
area  surveyed,  but  small  coopera- 
tives greatly  outnumber  the  large 
ones.  Their  sizes  range  from  coop- 
eratives handling  2  or  3  million 
pounds  of  milk  equivalent 5  an- 
nually to  those  handling  over  200 
million  pounds. 

Median  figures  have  been  used  in 
making  comparisons  because  of 
wide  variation  in  size  of  reporting 
concerns.  The  median  refers  to  the 
midpoint  in  a  series,  where  half  of 
the  cooperatives  in  the  series  fall 
above  and  half  below. 

Annual  Milk  Intake 

In  Iowa,  half  of  the  dairy  manu- 
facturing cooperatives  with  Grade 
A  fluid  milk  operations  had  an  an- 

6  Butterfat  intake  (1956)  converted  to 
the  equivalent  of  milk  testing  3.5  percent 
butterfat. 


nual  intake  of  more  than  35  million 
pounds  of  milk  equivalent  and  half 
had  an  annual  intake  below  this 
figure.  This  annual  intake  included 
butterfat  from  other  dairy  firms  as 
well  as  directly  from  farmer- 
members. 

Average  intake  of  reporting  co- 
operatives in  Wisconsin  was  much 
greater,  and  their  annual  receipts  of 
butterfat  from  all  sources  amounted 
to  a  median  of  87.7  million  pounds 
of  milk  equivalent.  Cooperatives 
reporting  from  Minnesota  outnum- 
bered those  reporting  from  each  of 
the  other  two  States,  but  averaged 
the  smallest  in  size.  The  midpoint 
value  of  these  cooperatives  was  20.6 
million  pounds  annual  intake  of 
milk  equivalent. 

A  few  figures  on  average  vol- 
umes, rather  than  medians,  give 
further  evidence  of  overall  indus- 
try importance  of  large-volume 
firms — that  is,  those  handling  100 
million,  200  million,  or  more  pounds 
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Table  2. — Reasons  cooperatives  added  ungraded  fluid  milk  operations 


Item 

Minne- 

Iowa 

2-State 

sota 

total 1 

Number  of  cooperatives  reporting  

Reasons  2 : 

To  meet  local  customers'  demands  

To  provide  sales  outlet  for  producers  wishing  to 

shift  from  farm-separated  cream  to  whole  milk_ 
To  prevent  loss  of  producer-members  wanting  to 

have  a  fluid  milk  sales  outlet  

To  obtain  higher  sales  price  for  producers'  fluid 

milk  

To  meet  competition  from  another  dairy  firm 

buying  fluid  milk  in  the  area  

Belief  in  trend  toward  Grade  A  milk  production 

and  in  the  need  for  the  association  to  "gear" 

itself  to  this  trend  

To  find  new  outlets  for  butterfat  in  face  of  declining 

market  for  butter  

To  supply  fluid  milk  to  distributor  (s)  during  periods 

of  short  supply  


34  9 
Number  of  cooperatives 


43 


24 

8 

32 

14 

5 

19 

10 

5 

15 

15 

15 

8 

5 

13 

6 

2 

8 

5 

2 

7 

2 

2 

1  Postal  card  inquiry  indicated  4  cooperatives  in  Wisconsin  marketed  ungraded 
fluid  milk  in  1956,  but  none  responded'to  questionnaire. 

2  Number  of  reasons  exceeds  number  of  cooperatives  because  most  cooperatives 
gave  more  than  1  reason. 


a  year.  In  the  3-State  area,  the 
average  receipts  of  79  reporting 
Grade  A  cooperatives,  based  on  the 
1956  annual  intake  of  butterfat 
from  all  sources,  was  73.6  million 
pounds  of  milk  equivalent,  as  com- 
pared with  the  median  quantity  of 
32.9  millions  pounds.  This  differ- 
ence of  41  million  pounds  resulted 
from  the  extreme  range  between 
smallest  and  largest  cooperatives 
and  the  effect  of  the  largest  coop- 
eratives on  the  average  volume. 

Plant  Characteristics 

What  characterizes  manufactur- 
ing co-ops  that  have  entered  Grade 
A  milk  marketing  ?  How  have  they 
integrated  fluid  handling  with  their 
manufacturing  operations  ?  The 
following  data  give  insight  into  de- 
gree and  type  of  diversification. 

Of  96  plants  associated  with  81 
manufacturing  cooperatives  receiv- 


ing Grade  A  milk  directly  from 
dairy  farmers,  44  plants  had  added 
milk  bottling  to  a  manufacturing 
operation  and  43  had  combined  bulk 
sales  of  milk  or  cream  or  both  with 
manufacturing.  Only  five  plants 
had  Grade  A  receiving  stations,  and 
only  four  had  milk  bottling  plants. 
Thus  we  see  that  after  these  cooper- 
ative plants  expanded  into  Grade 
A  fluid  operations,  the  number  sell- 
ing bulk  milk  about  equaled  the 
number  bottling  milk. 

Almost  all  reporting  concerns 
manufactured  butter  as  a  primary 
operation.  Other  major  products 
included  spray  nonfat  dry  milk, 
roller  nonfat  dry  milk,  and  ice 
cream.  Taking  a  glance  at  the 
whole  picture,  we  find  that  nearly 
half  of  the  United  States'  total  milk 
output  in  1957  was  used  in  manu- 
factured products  and  amounted  to 
62.3  billion  pounds.    Of  the  total 
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production,  22.9  percent  was  man- 
ufactured into  creamery  butter,  2.2 
percent  into  farm  butter,  11  percent 
into  cheese,  4.9  percent  into  evap- 
orated and  condensed  milk,  6.8  per- 
cent into  ice  cream  and  other  frozen 
food  products,  and  1.6  percent  into 
miscellaneous    factory  products.6 

The  large-volume  associations 
handling  Grade  A  milk  had  diversi- 
fied the  most.  Since  the  start  of 
Grade  A  handling,  reporting  coop- 
eratives had  increased  the  number 
of  functions  performed  and 
switched  their  emphasis  from  glass 
to  paper  containers.  When  they 
began  handling  Grade  A  milk,  only 
5  percent  sold  bulk  milk,  cream,  and 
bottled  milk  products.  By  1956,  the 
number  had  tripled. 

Separate  intake  systems  for 
Grade  A  and  manufacturing  grade 

8  Agricultural  Statistics.  U.S.  Dept. 
of  Agr..  1958,  p.  380. 
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Butter  was  a  primary  manufactured  product 
of  nearly  all  reporting  cooperatives.  Increas- 
ing amounts  of  reserve  Grade  A  milk  were 
being  channeled  into  products  such  as  butter, 
cheese,  ice  cream,  and  nonfat  dry  milk,  pro- 
viding farmers  a  market  for  this  milk  and 
assuring  quality-conscious  consumers  of  higher 
grade  dairy  products. 


milk  were  used  in  9  of  10  bulk  sell- 
ing plants  and  5  of  10  bottling 
plants.  Two-thirds  of  the  remain- 
ing plants  with  a  single  intake  line 
for  both  Grade  A  and  ungraded 
milk  used  a  Y-dump — that  is,  they 
used  receiving  facilities  with  sep- 
arate or  divided  weigh  tanks. 

Federal  recommendations,  State 
regulations,  and  local  ordinances 
made  it  difficult  to  use  the  same  in- 
take system  for  both  grades,  al- 
though it  was  still  done  in  some 
places.  Wisconsin  recommended 
that  all  dairies  constructing^  new 
buildings  or  altering  existing  build- 
ings install  separate  Grade  A  facil- 
ities. 

Producer  Characteristics 

The  survey  showed  that  the  daily 
volume  shipped  by  Grade  A  pro- 
ducers was  twice  as  much  daily  as 
that  by  non-Grade  A  producers, 
indicating  that  Grade  A  herds  were 
larger  and  had  greater  productive 
capacity  (table  3).  However,  the 
non-Grade  A  producers  outnum- 
bered the  producers  of  Grade  A 
milk  2  to  1.  Therefore,  each  group 
shipped  about  the  same  yearly  vol- 
ume of  milk. 

Manufacturing  concerns  with 
large  memberships  usually  had  a 
large  proportion  of  Grade  A  pro- 
ducers. In  the  12  biggest  concerns, 
with  1.000  or  more  members  each, 
46  percent  of  the  farmers  shipped 
Grade  A  milk.  Over  half  the  re- 
porting cooperatives,  however,  had 
fewer  than  1-00  patrons  each,  with 
39  percent  of  these  patrons  ship- 
ping Grade  A  milk. 

Both  non-Grade  A  cooperatives 
and  their  individual  farmer-mem- 
bers were  small  in  output  volume 
when  compared  with  Grade  A  co- 
operatives and  their  individual 
farmer-members.    Nine  out  of  10 
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Table  3. — Producer-members  classified  by  number  shipping,  volume  of 
annual  shipments,  and  volume  shipped  per  day,  1956 


Item 

^linne- 

Wi  spriTi- 

Iowa 

3-Statp 

sota 

sin 

total 

Num 

her 

Dairy  manufacturing  cooperatives  reporting. 

35 

30 

14 

79 

^Number  of  members  shipping; 

3,  614 

7,  434 

1,  526 

12,  574 

Manufacturing  milk 

6'  833 

13,  443 

4,  632 

24^  908 

Farm-separated  cream 

3^  020 

57 

3,  452 

6,  529 

Total                _      __    ___    __  _ 

13,  467 

20,  934 

9,  610 

44,  011 

Annual  volume  shipped : 1 

Million  pounds 

flrsHp  A  mill? 

772.  4 

1,  502.  2 

261.  4 

2  536  0 

Affl n n f n pt n pi in cr  millc 

723.  1 

1,  454.  3 

362.  3 

2,  539.  7 

Farm-separated  cream 

155.  5 

6.  7 

162.  0 

'  324  2 

Total 

1,  651.  0 

2,  963.  2 

785.  7 

5,  399.  9 

Volume  per  member  per  day: 

Pounds 

Grade  A  milk 

585 

554 

464 

553 

Manufacturing  milk 

290 

296 

214 

279 

Farm-separated  cream 

141 

319 

129 

136 

All  members.. 

336 

388 

224 

336 

1  Butterfat  intake  for  1956  is  converted  here  to  3.5  percent  milk  equivalent. 


ungraded  firms  had  fewer  than  400 
patrons  each,  while  only  half  of  the 
Grade  A  concerns  had  as  few  as 
400  patrons.   Xo  non-Grade  A  firm 


in  this  study  reported  membership 
of  as  many  as  800,  while  16  Grade 
A  cooperatives  had  from  800  to 
more  than  1,200  members. 


Advantages  and  Disadvantages  of  Grade  A  Handling 


COXVEKSIOX  to  Grade  A 
standards  resulted  in  higher 
returns  for  the  dairy  farmers  by 
offering  them  access  to  fluid  mar- 
kets and  wider  market  opportuni- 
ties to  their  cooperatives.  This  did 
not  mean  that  these  concerns  were 
able  to  market  all,  or  even  most,  of 
their  Grade  A  milk  in  fluid  outlets. 
Xor  did  it  mean  that  they  encoun- 
tered few  problems. 

Adequacy  of  Markets 

The  price  paid  for  milk  going 
into  fluid  uses  has  traditionally 


been  higher  than  the  price  paid  for 
milk  being  used  in  manufacturing 
products.  This  is  true  because  it 
generally  has  cost  more  to  produce 
milk  qualified  for  fluid  uses,  par- 
ticularly where  Grade  A  quality 
applies,  and  greater  costs  are  in- 
volved in  transporting  and  storing 
so  bulky  and  perishable  a  product 
as  fluid  milk.  Because  of  these 
greater  costs,  higher  prices  are 
necessary  to  develop  local  supplies 
and  to  move  milk  from  more 
distant  sources. 

Once  a  dairy  manufacturing  co- 
operative decides  to  enter  Grade  A 
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Once  a  dairy  manufacturing  concern  started 
handling  Grade  A  milk,  finding  adequate  fluid 
outlets  became  a  major  problem.  Over  half 
the  Grade  A  milk  channeled  into  fluid  markets 
by  reporting  cooperatives  was  shipped  in  bulk 
form  to  fluid  distributors  .  .  . 

milk  marketing,  it  faces  the  vital 
necessity  of  finding  adequate  fluid 
outlets,  either  through  bulk  sales  or 
by  adding  a  bottling  operation. 

About  half  of  the  Grade  A 
butterfat  received  by  cooperatives 
surveyed  never  reached  fluid  mar- 
kets but  had  to  be  manufactured 
instead.  This  finding  is  based  on 
a  4-month  average  of  data  for 
February,  May,  August,  and  No- 
vember 1956. 

Wisconsin's  dairy  manufactur- 
ing cooperatives  were  able  to  chan- 
nel only  half  of  their  Grade  A  milk 
into  fluid  outlets.  Minnesota  and 
Iowa  presented  a  brighter  picture. 
Seventy  percent  of  the  Grade  A 
butterfat  obtained  by  dairy  manu- 
facturing concerns  in  these  States 
went  to  fluid  markets. 

Manufacturing  concerns  in  this 
region  found  that  bulk  sales  offered 
their  major  marketing  opportunity 
for  Grade  A  milk,  and  they  shipped 
over  half  of  the  total  amount  as 


bulk  Grade  A.  Twenty-seven  per- 
cent was  sold  as  bulk  cream, 
whereas  bottled  milk  and  cream 
sales  accounted  for  the  remaining 
18  percent. 

Bottled  milk  and  cream  sales 
were  the  main  market  outlet  for 
Grade  A  milk  in  Minnesota,  where 
bottling  absorbed  nearly  two-thirds 
of  the  Grade  A  milk  going  into 
fluid  use.  In  Wisconsin  bulk  cream 
sales  accounted  for  a  third  of  that 
State's  Grade  A  fluid  milk. 

Of  course,  effects  of  seasonability 
of  production  must  be  analyzed  in 
considering  the  adequacy  of  fluid 
milk  markets  for  Grade  A  milk. 
Milk  production  fluctuates  through- 
out the  year,  but  demand  remains 
more  uniform  with  gradual  varia- 
tions. Each  dairy  product  has  its 
own  demand  pattern,  causing  ever- 
changing  competition  among  the 
many  uses  for  milk. 

During  the  four  months  analyzed 
for  this  study — February,  May,  Au- 
gust, and  November — only  about 
two  in  five  cooperatives  averaged 
80  percent  or  more  fluid  use  of 
Grade  A  milk.  About  a  third  sold 
between  40  and  80  percent  in  fluid 


.  .  .  bottling  milk,  and  cream  accounted  for 
only  18  percent  of  the  fluid  Grade  A  milk  sales. 
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Grade  A  milk  commands  premium  prices  largely  because  of  the  high  standards  under  which  it  must 
be  produced — standards  requiring  clean,  well-ventilated  and  -lighted  barns  such  as  this  one. 
Farmers  selling  Grade  A  can  milk  to  associations  surveyed  received  an  average  differential  of  51 
cents  a  hundredweight  over  the  value  of  ungraded  can  milk. 


markets,  while  the  remaining  30 
percent  of  the  firms  averaged  less. 

Since  nearly  a  third  of  the  co- 
operatives were  unable  to  market 
even  40  percent  of  their  Grade  A 
milk  in  fluid  outlets,  marketing  op- 
portunities for  Grade  A  milk  re- 
quire more  thorough  investigation 
before  additional  manufacturing 
concerns  should  add  such  opera- 
tions. 

Price  Relationship 

The  problem  of  what  price  rela- 
tionship is  justified  between  Grade 
A  and  manufacturing  grade  milk 
has  long  existed.  This  report  does 
not  attempt  to  solve  that  problem, 
although  data  presented  here  may 
help  clear  up  some  misconceptions. 

Grade  A  Differential 

Our  data  showed  that  some  manu- 
facturing co-ops  had  difficulty  pay- 
ing Grade  A  prices  as  high  as  those 


offered  by  their  competitors.  Cer- 
tain dairymen  have  felt  that  re- 
turns from  sales  of  manufacturing 
grade  milk  help  to  maintain  higher 
prices  paid  to  producers  of  Grade 
A  milk  during  flush  production  pe- 
riods when  Grade  A  milk  might  not 
command  a  higher  value  in  nonreg- 
ulated  markets.  A  few  of  the  co- 
operatives surveyed  retained  a  frac- 
tion of  the  higher  Grade  A  prices 
paid  in  fall  and  winter,  using  this  to 
supplement  lower  Grade  A  prices  in 
excess  supply  periods. 

In  the  area  surveyed,  keen  com- 
petition intensified  the  problem  of 
keeping  a  proper  price  relation- 
ship between  the  two  types  of  milk. 
Both  cooperative  and  other  dairy 
firms  had  attempted  to  persuade 
patrons  to  convert  to  Grade  A  milk 
production  by  promising  higher 
prices  for  the  Grade  A  milk.  How- 
ever, among  cooperatives  that  al- 
ready had  more  Grade  A  milk  than 
they  could  market  for  fluid  use,  this 
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was  an  expensive  way  to  hold  or 
build  patronage. 

During  the  4  months  studied,  the 
cooperatives  paid  an  average  price 
differentia]  of  51  cents  for  Grade  A 
can  milk  over  the  value  of  un- 
graded can  milk.  Producers  ship- 
ping Grade  A  bulk  milk  got  an 
extra  premium  averaging  10  cents. 
Grade  A  bulk  shippers  thus  re- 
ceived, on  the  average.  61  cents  a 
hundredweight  more  for  their  milk 
than  producers  of  manufacturing 
grade  can  milk. 

Considering  current  prices  for 
Grade  A  milk  paid  in  selected  Fed- 
eral order  markets,  we  may  con- 
clude that  the  Grade  A  differential 
paid  by  cooperatives  were  based  on 
natural  market  differences  as  to  the 
various  uses  of  milk  and  were  not 
created  merely  to  satisfy  Grade  A 
producers.  However,  individual 
cooperatives  may  have  paid  their 
members  more  for  Grade  A  milk 
than  returns  justified.  This  may 
have  occurred  particularly  in  cases 
where  there  were  large  plant  costs 
in  handling  Grade  A  milk.  Since 
plant  operating  costs  were  not 
studied,  comparison  of  cooperative 
prices  with  those  of  Federal  order 
markets  are  based  on  average 
amounts  the  reporting  cooperatives 
paid  to  producers. 

Bulk  Premiums 

By  November.  1956.  30  of  SI  re- 
porting cooperatives  received  both 
can  and  bulk  Grade  A  milk.  More 
than  80  percent  of  these  30  concerns 
paid  a  bulk  milk  premium.  Slightly 
more  than  two  in  five  paid  bulk 
premiums  of  6  to  12  cents  a  hun- 
dredweight. The  next  most  com- 
mon rate  was  from  18  to  24  cents. 
In  many  rases,  premiums  were 
more  properly  "incentive  pay- 
ments."   In  others,  premiums  in- 


dicated actual  or  expected  reduc- 
tions in  milk  receiving  costs. 

An  average  range  of  92  cents  a 
hundredweight  separated  highest 
and  lowest  average  prices  paid  for 
Grade  A  milk  during  the  4  months 
the  cooperatives  were  studied.  The 
range  for  manufacturing  grade 
milk  was  45  cents.  The  wider 
range  for  Grade  A  milk  comes 
partly  from  higher  transportation 
costs  in  some  areas. 

The  current  uptrend  in  Grade  A 
milk  production  in  this  area  places 
strong  economic  pressures  on  many 
manufacturing  cooperatives  to  find 
more  markets  for  fluid  milk  as 
quickly  as  possible.  Even  greater 
instability  in  Grade  A  milk  prices 
could  result  as  market  outlets  re- 
ceive increasing  volumes  of  ap- 
proved fluid  milk. 

The  three  case  studies  present 
further  information  on  pricing, 
particularly  on  patronage  refunds 
and  hauling  subsidies. 

Marketing  Problems 

As  previous  statements  indicate, 
supply  in  excess  of  demand  and 
various  forms  of  marketing  com- 
petition ranked  high  on  the  list  of 
three  out  of  five  cooperatives  re- 
porting major  problems  in  mar- 
keting^ Grade  A  milk.  Problems 
varied  between  firms  selling  Grade 
A  milk  in  bulk  and  those  bottling 
it. 

For  cooperatives  marketing  bulk 
Grade  A  milk,  oversupply  was  the 
most  commonly  acknowledged 
problem,  listed  by  a  third  of  the 
cooperatives  responding.  D  a  i  r  y 
firms  selling  bottled  milk  reported 
too  many  other  dairy  concerns  were 
competing  with  them  in  their  mar- 
keting area.  Among  other  prob- 
lems, handling  seasonal  surpluses 
or  shortages  figured  importantly  to 
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a  number  of  associations.  Others 
considered  high  hauling  costs,  slow 
farm  bulk  pickup,  quality  mainte- 
nance, and  surplus  milk  in  tradi- 
tionally deficit  supply  areas  among 
their  major  problems. 

Plant  operating  difficulties  were 
more  common  among  bottling  firms 
than  among  those  selling  fluid  milk 
in  bulk  form.    Chief  among  these 


difficulties  were  quality  mainte- 
nance and  defective  paper  cartons 
resulting  in  leakage.  Seasonality 
of  production  also  gave  them  some 
trouble. 

For  examples  of  how  some  coop- 
eratives made  use  of  Federal  milk 
marketing  orders  to  find  outlets  for 
their  Grade  A  milk,  see  the  case 
studies  that  follow. 


Experiences  of  Three  Grade  A  Co-ops 


THE  general  survey  of  124  asso- 
ciations indicated  certain  areas 
needing  additional  analysis  and  de- 
lineation. Averages  of  data  often 
failed  to  show  important  details 
needed  to  understand  specific  mar- 
keting methods  and  institutions. 
Therefore,  we  conducted  detailed 
case  studies  on  three  cooperatives. 

The  following  case  studies  are  not 
necessarily  typical  of  all  dairy 
manufacturing  organizations  in 
this  area.  They  do,  however,  tell 
why  three  farmer-owned  manufac- 
turing concerns  started  Grade  A 
fluid  milk  marketing,  how  they  pro- 
ceeded, and  what  they  think  the 
future  holds.  And  we  know  that 
many  other  concerns  in  the  Midwest 
are  encountering  similar  problems 
and  experiences. 

We  made  these  individual  studies 
mainly  to  give  management  of  dairy 
farmer  organizations  and  others  a 
better  understanding  of  potential 
marketing  opportunities  as  reflected 
by  area  trends  and  changing  insti- 
tutional factors. 

The  three  concerns  observed  were 
in  Wisconsin.  Principal  factors 
determining  their  selection  were: 
(1)  These  firms  sold  raw,  whole 
milk  in  bulk  form  to  fluid  milk  dis- 
tributors already  established.  Our 
general  survey  had  indicated  that 


this  was  the  primary  outlet  for 
Grade  A  fluid  milk  handled  by 
manufacturing  cooperatives  in  this 
region.  (2)  They  were  located  in 
the  State  where  the  greatest  vol- 
ume of  Grade  A  milk  was  chan- 
neled into  fluid  milk  outlets.  (3) 
They  were  willing  to  cooperate  in 
every  way  in  the  case  studies.  (4) 
They  had  handled  Grade  A  milk 
long  enough  to  make  a  proper 
analysis. 

Case  Study  One 

For  anonymity,  the  dairy  manu- 
facturing cooperative  described  in 
this  case  study  will  be  known  as 
Cooperative  X.  Cooperative  X — 
manufacturing  chiefly  butter  and 
spray  powder — also  supplied  Grade 
A  fluid  milk  to  Class  I  milk  dis- 
tributors regulated  under  Federal 
order  number  41,  the  "Chicago  mar- 
keting area,"  including  Chicago 
and  64  nearby  townships. 

During  the  4-year  period,  1955- 
58,  X  could  sell  approximately  only 
8  percent  of  its  Grade  A  milk  in 
bulk  form  to  handlers  in  this  mar- 
keting area.  Of  the  rest,  less  than 
1  percent  went  to  local  bottling 
firms.  Almost  91  percent  had  to 
be  used  in  the  plant's  butter  and 
nonfat  dry  milk  manufacturing. 


5510S1  O— 60  3 
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Entry  Into  Grade  A 

When.— In  December  1947,  X 
began  receiving  Grade  A  can  milk 
that  met  Chicago  Board  of  Health 
regulations  and  Wisconsin  Health 
Department  standards.  By  1954, 
daily  intake  of  can  Grade  A  milk 
averaged  80,000  pounds,  nearly  40 
percent  of  the  total  daily  milk  in- 
take. The  cooperative  adopted 
bulk  handling  methods  in  May 
1955. 

Of  the  plant's  total  Grade  A  in- 
take in  1955 — about  45  million 
pounds — bulk  tank  milk  shipments 
accounted  for  only  9  percent.  Dur- 
ing the  following  year,  however,  61 
percent  of  the  plant's  Grade  A  sup- 
ply wras  received  in  bulk  form;  by 
1957,  77  percent,  and  by  1958,  91 
percent  of  all  Grade  A  milk  was 
shipped  to  X  in  bulk  pickup 
tankers. 

Since  only  nine  Grade  A  pro- 
ducers were  shipping  can  milk  in 
July,  1958,  the  plant  decided  to 
close  its  Grade  A  can  intake.  These 
nine  producers  left  X,  but  the  plant 
expected  the  loss  in  volume  to  be 
more  than  offset  by  reduced  operat- 
ing costs.  Thus  by  August  1958,  all 
the  association's  Grade  A  milk  was 
being  unloaded  at  the  bulk  intake. 

The  association  estimated  that  by 
1965,  80  percent  of  its  total  milk 
receipts  would  be  Grade  A  milk,  and 
that  all  shippers,  both  Grade  A  and 
ungraded,  would  be  using  bulk 
handling  methods. 

Why. — The  cooperative  expanded 
from  manufacturing  dairy  products 
into  marketing  Grade  A  fluid  milk 
primarily  because  of  procurement 
competition.  Many  area  dairy 
firms  had  begun  handling  Grade  A 
milk  and  offering  prices  and  mar- 
keting opportunities  that  X  could 
not  meet  without  diversifying. 


Then,  too,  the  association  felt  that 
it  must  "gear"  itself  to  the  trend 
developing  toward  Grade  A  milk 
production.  More  and  more  of  its 
own  ungraded  producers  were 
wanting  to  switch  to  Grade  A, 
mainly  because  of  low  manufactur- 
ing prices  as  compared  with  Grade 
A  prices. 

Cost  of  Converting  to  Can  In- 
take.— F  acilities  for  receiving 
Grade  A  milk  in  cans  cost  this  con- 
cern approximately  $37,000.  Major 
items  of  equipment  and  their  value 
in  December,  1947,  were  7 

Item  Approximate 
cost 

Straightway  can  washer  (10 

cans  per  minute)  $5,  059.  73 

Incoming  and  return  power 

conveyor   3,  697.  20 

Plate  cooler   5,  482.  65 

Wash  sink   247.  50 

2   positive-displacement  type 

pumps   217.  25 

2  2,500-gallon  holding  tanks. _    7,  420.  28 

Receiving  vat   899.  22 

Weighing  tank   1,  027.  45 

Dial  scale   835.  88 

Compressor  (air)   486.  65 

Building  11, 109.  31 

36,  483.  12 

All  of  X's  manufacturing  grade 
producers  shipped  milk  in  cans  dur- 
ing 1958.  However,  bulk  milk 
premiums  received  by  Grade  A 
shippers  were  beginning  to  appeal 
to  many  producers  of  ungraded 
milk,  particularly  to  those  with 
sizeable  dairy  farms.  Thus,  by 
April  1959,  13  of  the  plant's  189 
producers  of  manufacturing  grade 


7  For  a  detailed,  comprehensive  study 
of  costs  involved  when  a  concern  decides 
to  add  a  new  Grade  A  receiving  room  or 
to  alter  the  old  one,  see  State  College  of 
Washington,  Agricultural  Experiment 
Stations,  economies  of  scale  in  the  op- 
eration OF  CAN  AND  TANK  MILK  RECEIV- 
ING   ROOMS,    WITH    SPECIAL   REFERENCE  TO 

western  Washington,  Technical  Bulle- 
tin 12,  May  1954. 
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milk  had  adopted  bulk  handling- 
methods. 

Changing  from  can  to  bulk  ship- 
ments was  accomplished  more 
quickly  by  Grade  A  producers. 
Within  a  year  after  the  plant 
started  receiving  Grade  A  bulk  tank 
milk,  the  majority  of  Grade  A  pro- 
ducers were  using  this  method  of 
transporting  their  milk.  Although 
bulk  receiving  was  not  begun  until 
May  of  1955,  daily  Grade  A  can 
milk  shipments  that  year  were  re- 
duced about  11,000  pounds,  point- 
ing up  the  immediate  effect  of  bulk 
intake. 

Cosf  of  Converting  to  Bulk  In- 
take.— X  started  receiving  Grade 
A  bulk  milk  in  1955  with  no  addi- 
tional plant  cost,  because  facilities 
were  already  set  up  for  loading 
tank  transport  trucks  with  raw 
whole  milk.  These  facilities  were 
thus  available  for  unloading  the 
farm  bulk  pickup  tankers. 

Bulk  loading  equipment  included 
approximately  10  feet  of  2-inch 
sanitary  tubing  that  projected  from 
a  port  opening  in  the  Grade  A  can 
intake  room.  A  farm  pickup  tanker 
could  unload  there  by  pumping 
milk  directly  to  Grade  A  milk  stor- 
age tanks. 

The  manufacturing  grade  can- 
intake  had  a  washing  area  for 
trucks.  After  Grade  A  bulk  tank- 
ers unloaded  at  the  "A"  intake,  they 
were  washed  on  the  other  side  of 
the  plant — at  the  ungraded  can 
intake. 

When  non-Grade  A  milk  patrons 
started  switching  to  bulk  operations 
in  January  1959,  X  decided  to  con- 
vert the  manufacturing  grade  milk 
can-intake  into  a  Grade  A  bulk 
milk  intake  by  bricking  up  side 
walls  and  installing  doors  to  enclose 
the  washing  area.  This  cost  $2,360 
and  was  the  chief  expense. 


This  frock  is  being  loaded  at  the  farm  with  cans 
of  Grade  A  milk  destined  for  a  nearby  dairy 
manufacturing  cooperative.  For  plants  already 
receiving  such  Grade  A  milk  in  cans,  cost  of 
additional  facilities  for  receiving  Grade  A  milk 
in  bulk  form  was  insignificant. 

The  old  Grade  A  can  receiving 
room  with  its  bulk  receiving  facili- 
ties was  then  used  exclusively  for 
receiving  manufacturing  grade  can 
and  bulk  milk.  After  unloading  at 
this  intake,  the  few  bulk  tankers 
that  hauled  ungraded  milk  were 
washed  at  the  Grade  A  bulk  milk 
intake. 

Present  Operations 

A  detailed  analysis  of  present  op- 
erations of  X  will  show  how  well 
this  association  has  met  the  needs 
of  its  farmer-members  through 
marketing  Grade  A  fluid  milk. 

Procurement. — T  his  concern's 
maximum  procurement  radius  for 
Grade  A  milk  extended  25  miles. 
Its  manufacturing  grade  milk  sup- 
ply area  was  somewhat  smaller. 

The  cooperative  had  five  princi- 
pal competitors  with  about  the  same 
average  procurement  radius.  The 
extensive    overlapping    of  these 
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plants'  Grade  A  supply  areas  was 
significant  although  fairly  typical 
of  interHrm  overlapping  in  Mid- 
west dairy  manufacturing  plants. 
Such  strong  competition  partially 
explains  the  recent  uptrend  in 
Grade  A  milk  production  in  an 
area  traditionally  handling  manu- 
facturing grade  milk. 

In  1958,  11  trucks  with  enclosed, 
insulated,  box  bodies  served  the  can 
routes  of  the  association.  Average 
capacity  of  these  trucks  was  72  to 
100  10-gallon  cans,  equal  to  5,400  to 
7,500  pounds  of  milk.  Independent 
haulers  owned  these  trucks,  and 
hauled  manufacturing  grade  milk 
exclusively. 

By  the  end  of  1958,  seven  bulk 
farm  pickup  tankers,  also  owned  by 
independent  contract  haulers, 
served  the  bulk  routes  of  X.  Each 
tank  truck  hauled  an  average  load 
of  12,500  pounds  of  Grade  A  milk- 
Members  and  Volume.— During: 
the  period  studied,  X's  Grade  A 
producers  decreased  from  202  to  182, 
but  average  daily  delivery  per  pro- 
ducer increased  and  resulted  in  a  14 
percent  greater  annual  Grade  A  in- 
take in  1958  than  1955. 

Over  the  same  period,  manufac- 
turing grade  producers  decreased 
from  261  to  214,  with  only  a  small 
increase  in  average  daily  shipments 
pei-  producer.  In  1958  annual  un- 
graded receipts  were  9  percent  less 
than  those  received  in  1955.  These 
two  variable  factors — decreasing 
numbers  and  increasing  output  per 
patron — caused  X's  total  annual 
milk  intake  in  1958  to  exceed  the 
intake  in  1955  by  5  percent  (ap- 
pendix tables  1  and  3). 

During  the  4-year  period  ana- 
lyzed, an  average  number  of  1SS 
farmer-members  producing  Grade 
A  milk  shipped  190  million  pounds 
of  approved  milk  to  the  association 


plant.  Members  producing  manu- 
facturing grade  milk,  averaging 241 
in  number,  shipped  120  million 
pounds  of  ungraded  milk  to  the  co- 
operative over  the  same  period. 
The  supply  of  Grade  A  milk  ranged 
from  an  average  daily  delivery  of 
609  pounds  in  1955  to  771  pounds  in 
1958,  a  27  percent  increase  in  daily 
delivery  per  producer.  Over  the 
same  period,  ungraded  milk  deliver- 
ies per  producer  ranged  from  an 
average  of  322  pounds  in  1955  to 
358  pounds  in  1958,  an  increase  of 
only  11  percent  (appendix  table  1). 

Delivery  of  this  milk  varied 
widely  with  the  seasons.  The 
monthly  index  8  showing  the  aver- 
age daily  deliveries  for  Grade  A 
producers  from  1955  through  1958 
fell  to  an  average  of  71  during  the 
fall  months  of  low  production,  but 
rose  to  an  average  of  119  during  the 
spring  months  of  flush  milk  pro- 
duction (appendix  table  2). 

In  comparing  seasonal  variations 
of  Grade  A  deliveries  with  manu- 
facturing grade  deliveries,  one  finds 
that  Grade  A  shipments  had  a  more 
nearly  uniform  pattern.  For  the 
low  production  months  of  1955- 
1958,  shipments  of  ungraded  milk 
declined  to  an  average  of  73.  Dur- 
ing the  high  production  months  for 
these  four  years,  the  shipments  of 
ungraded  milk  advanced  to  an  aver- 
age index  of  128. 

Although  such  seasonal  fluctua- 
tion is  undesirable,  it  occurs  in  most 
of  the  cooperatives  contacted  in  this 
survey.  Using  educational  means 
to  encourage  and  assist  members  in 
overcoming  the  seasonality  problem 
as  well  as  offering  price  incentives 
will  help  to  establish  more  nearly 

*  This  index  is  the  average  daily  deliv- 
eries per  producer  each  month  divided  by 
the  menu  of  the  12  monthly  average  daily 
deliveries  per  producer. 
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uniform  seasonal  patterns  of  milk 
production  and  delivery.9 

In  attempting  to  level  out 
production,  the  Chicago  market 
adopted  a  base-excess  payment 
plan  10  in  September  1954.  During 
the  first  base-excess  "pay  out"  pe- 
riod (March  through  June  1955) 
X's  average  daily  delivery  per  pro- 
ducer of  Grade  A  milk  was  49  per- 
cent greater  than  it  was  during  the 
September  through  November  base- 
making  period.  By  1958,  however, 
the  average  daily  deliveries  had 
leveled  out  to  the  point  where  the 
production  of  the  flush  spring 
months  was  only  20  percent  greater 
than  of  the  low  fall  months.  X's 
producers  of  manufacturing  grade 
milk  did  not  receive  any  such  price 
incentive  for  eliminating  seasonal 
variations  in  milk  shipments. 

Fluid  Milk  Marketing  Program. — 
Of  the  190  million  pounds  of  Grade 
A  milk  shipped  to  X  during  the 
period  surveyed,  173  million 
pounds  never  reached  fluid  outlets 
but  had  to  be  manufactured  into 


9  A  comprehensive  discussion  of  the 
various  means  of  approaching  this  prob- 
lem appears  in  the  following  publica- 
tions :  Krause,  S.  F.  meeting  seasonal 

PROBLEM  OF  DAIRY  COOPERATIVES  THROUGH 

education,  Bulletin  9,  Farmer  Coopera- 
tive Service,  June  1956  ;  and  Krause,  S.  F. 

SEASONAL   MILK  PRICING   PLANS,  Bulletin 

12,  Farmer  Cooperative  Service,  Novem- 
ber 1958. 

10  The  base-excess  plan  is  a  pricing  pro- 
gram designed  to  even  out  production  by 
increasing  milk  output  during  the  fall 
months  and  decreasing  milk  shipments  in 
the  spring  months.  Under  this  plan,  each 
producer  sets  a  base  by  determining  his 
average  daily  milk  output  for  certain 
short-production  months  (the  base-form- 
ing period).  Each  producer  is  then  paid 
the  base  price  for  all  milk  produced  up  to 
the  total  of  his  base  in  the  following  few 
flush  months,  or  in  some  instances,  for 
an  entire  year  (base-operating  period). 
During  this  period  all  milk  produced 
above  the  base  is  paid  for  at  a  lower  or 
"excess"  price. 


butter  and  nonfat  dry  milk.  Only 
17  million  pounds  were  sold  in  bulk 
to  bottling  concerns.  In  1955,  only 
1  percent  of  X's  Grade  A  milk  went 
into  fluid  outlets.  In  1956,  the 
amount  increased  to  12  percent  and 
in  1957  to  13  percent ;  but  in  1958, 
it  dropped  to  9  percent  (appendix 
tableS). 

This  association  received  120  mil- 
lion pounds  of  manufacturing 
grade  milk,  bringing  its  total  vol- 
ume received  to  310  million  pounds. 
Of  all  milk  shipped  to  this  coopera- 
tive, 94  percent  was  used  in  manu- 
factured products,  and  59  percent 
of  this  milk  was  Grade  A. 

Early  in  its  venture  into  Grade 
A  fluid  milk  handling,  X  qualified 
as  a  pool  plant  under  Chicago's 
Federal  Order  No.  41. 11  By  par- 
ticipating in  the  Chicago  market- 
wide  pool,  the  association's  Grade 
A  producers  received  the  Federal 
order  blend  price  the  year  around, 
including  total  value  of  Class  I  and 
Class  II  milk  sold  on  the  market  as 
Avell  as  values  of  other  classes.  This 
price  equalization  enabled  the  co- 
operative to  pay  its  Grade  A  pro- 
ducers the  same  price  as  that  paid 
by  other  concerns  located  in  the 
same  general  area. 

Any  concern,  no  matter  where  it 
wTas  located,  could  become  fully 
regulated  under  any  Federal  order 
if  it  operated  in  accordance  with 
standards  given  in  the  order. 

11  During  the  past  several  years,  Wis- 
consin's out-of-State  milk  shipments  have 
averaged  about  8  percent  of  the  State's 
total  milk  production — about  1,386  mil- 
lion pounds  out  of  the  18  billion  pounds 
produced  in  1958.  The  main  outlet  for 
this  milk  was  the  Chicago  market.  In 
1958,  over  three-fourths  of  Wisconsin's 
total  outshipments  of  fluid  milk  went  to 
Chicago.  See  Wisconsin  and  U.S.  De- 
partment of  Agriculture,  Crop  and  Live- 
stock Reporting  Service,  Wisconsin 
dairying,  Vol.  X,  No.  8,  p.  1,  June  1959. 
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In  1955,  X  participated  in  the 
Chicago  regulated  fluid  milk  mar- 
ket and  paid  its  Grade  A  producers 
the  market  blend  price.  However, 
less  than  1  percent  of  its  total 
Grade  A  receipts  was  shipped  to  a 
Chicago  area  handler.  Small 
amounts  from  July  to  November 
went  to  two  local  cooperatives 
bottling  milk.  Altogether,  99  per- 
cent of  X's  Grade  A  milk  receipts 
was  processed  into  manufactured 
products,  primarily  butter  and  non- 
fat dry  milk  (appendix  table  3). 

Until  September  1,  1956,  when 
the  pool  plant  provisions  were 
changed,  X  could  participate  in  the 
pool  by  shipping  or  "offering  to 
ship"  at  least  50  percent  of  its 
Grade  A  milk  to  Chicago  area 
processing  and  packaging  plants 
during  September,  October,  and 
November.  By  qualifying  during 
the  3  fall  months,  the  concern  was 
treated  as  a  pool  member  during 
the  following  December  through 
August  period.  Within  these  9 
months,  the  plant  did  not  have  to 
make  any  minimum  shipments,  but 
it  had  to  maintain  a  health  permit 
for  Grade  A  milk. 

In  1955  X  actually  shipped  only 


6.2  percent  of  its  Grade  A  milk  re- 
ceipts to  a  Chicago  handler  in  Sep- 
tember and  nothing  during  the 
other  two  qualifying  months. 
This  cooperative  used  the  alterna- 
tive of  "offering  to  ship."  A  con- 
cern may  have  "offered"  its  entire 
supply  of  Grade  A  producer  re- 
ceipts during  this  period  even 
though  it  "actually"  shipped  only 
a  small  quantity  of  milk. 

All  offers  to  sell  had  to  state  the 
price  and  terms  of  the  sale  and  the 
amount  of  plant  charges  which  the 
seller  asked.  Generally  this  was 
the  Class  I  price  for  3.5  percent 
milk,  f.o.b.  plant,  plus  a  specified 
plant  charge,  plus  or  minus  the 
butterfat  differential,  minus  ad- 
justment for  plant  location. 

Most  of  the  offers  to  sell  during 
the  three  qualifying  months  of  1955 
contained  a  plant  handling  charge 
of  65  cents  or  over  (table  4).  In 
most  cases,  these  higher  charges  rel- 
ative to  other  months  amounted  to 
more  than  actual  costs  and  reflected 
the  shorter  milk  supply  during  this 
period.  The  higher  charges  also  in- 
dicated that  many  country  plants 
surveyed  that  were  primarily  en- 
gaged in  manufacturing  operations 


Table  4. — Plant  charges  demanded  by  22  country  supply  plants  submitting 
offers  to  ship  Grade  A  milk  to  Chicago  bottling  plants  during  the  3 
qualifying  months,  1955 


Handling  charge 


September 


October 


November 


3-month 
total 


Cents  per  cwt. 

60  

65  

70  

75  

80  

Total  


10 
12 
2 
2 
1 


Number  of  Offers 
0  " 
11 
5 
5 
0 


0 
10 
3 
4 
1 


10 
39 
10 
11 
2 


27 


21 


24 


72 


Source :  Compiled  from  statistics  of  the  Federal  Milk  order  No.  41  reporter,  April 

v.m. 
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Year 

A  n  rri  l  ct- 

ri.UgUol' 

(lot  ol~H^T 

1>UV  clll  U"I 

O  11IUI1  XjII 

average 

Percent  of  Grade  A  intake 

1955 

0 

6.  2 

0 

0 

2.  1 

1956 

0 

51.  9 

51.  4 

50.  8 

51.  4 

1957 

0 

53.  6 

51.  5 

52.  9 

52.  7 

1958  i 

41.  4 

41.  0 

40.  4 

0 

40.  9 

1  Requirements  were  changed,  making  August,  September  and  October  the  3-month 
qualifying  period  and  reducing  to  40  percent  the  volume  of  Grade  A  milk  shipments 
required  during  this  period  to  qualify  the  plant  for  the  following  9  months. 


had  little  or  no  desire  to  furnish 
Grade  A  fluid  milk  to  the  market 
during  this  short  production  period. 

As  of  September  1,  1956,  manu- 
facturing plants  desiring  to  remain 
in  the  pool  had  to  actually  ship  at 
least  half  of  their  Grade  A  receipts 
during  the  3-month  fall  qualifying 
period.  The  above  tabulation  indi- 
cates the  percentage  of  X's  Grade 
A  milk  intake  shipped  to  Chicago 
Class  I  milk  distributors  during 
the  3-month  qualifying  period  for 
each  year  from  1955  through  1958.12 

Pricing 

Appendix  table  4  compares 
Grade  A  milk  prices  and  unregu- 
lated manufacturing  grade  milk 
prices  paid  by  the  association  dur- 
ing the  4  years  analyzed.  These  are 
prices  at  the  plant  before  hauling 
charges  were  deducted  and  do  not 
include  premiums,  hauling  subsi- 
dies, or  patronage  refunds. 

Base  Prices. — X's  shippers  of 
Grade  A  milk  were  participating 
in  a  market-wide  fluid  milk  pool 
and  were  receiving  from  the  pool 


12  As  of  November  1,  1959,  124  plants 
participating  in  the  Chicago  fluid  milk 
pool  were  receiving  Grade  A  milk  from 
producers.  Of  these  plants,  65  percent 
qualified  on  the  basis  of  shipments  to  reg- 
ulated bottling  plants.  See  Federal  Milk 
Order  No.  41  reporter,  Chicago,  111.,  No- 
vember 1959,  p.  1. 


the  uniform  price  per  hundred- 
weight with  adjustments  for  plant 
location  and  butter  fat  content. 
This  pool  price  averaged  4  percent 
per  hundredweight  more  in  1956 
than  1955.  During  1957  and  1958, 
however,  it  averaged  4  percent  and 
8  percent  less  than  in  1956,  as  sup- 
plies of  Grade  A  milk  increased. 

During  this  same  period,  the 
graded-ungraded  differential  de- 
clined from  42  to  29  cents.  Should 
the  differential  between  approved 
and  unapproved  milk  continue  at 
this  level  or  decrease,  the  rate  of 
conversion  from  ungraded  to  Grade 
A  milk  production  would  probably 
decline. 

The  cooperative's  producers  of 
manufacturing  grade  milk  were 
paid  a  certain  price  per  hundred- 
weight for  milk  of  a  specified  but- 
terfat  content  with  adjustments  for 
variations  from  that  specified 
amount.  In  calculating  these  vari- 
ations, the  cooperative  evaluated 
both  the  fat  and  nonfat  solid  com- 
ponents of  the  ungraded  milk.  The 
method  used  was  patterned  after 
the  R.  F.  Froker  and  C.  M.  Hardin 
pricing  plan.13 

X's  pricing  policy  called  for  set- 
ting current  monthly  advances  for 


13  University  of  Wisconsin,  Wisconsin 
Agricultural  Experiment  Station,  pay- 
ing PRODUCERS  FOR  FAT  AND  SOLIDS-NOT- 

fat  in  milk,  Research  Bulletin  143,  1942, 
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ungraded  milk  at  about  the  same 
level  paid  by  other  nearby  concerns. 
Any  net  margins  not  needed  for 
capital  purposes  were  distributed 
annually  as  patronage  refunds.  X 
stressed  to  its  producers  the  value 
of  these  refunds  and  considered 
them  an  important  factor  in  main- 
taining loyalty  of  both  manufactur- 
ing and  Grade  A  milk  producers. 

Other  Payments. — In  1955,  the 
cooperative's  patronage  refunds  av- 
eraged 10  cents  per  hundredweight 
for  producers  of  Grade  A  milk  and 
9  cents  for  producers  of  manufac- 
turing grade  milk  (appendix  table 
5).  From  1956  to  1958,  these  pay- 
ments were  lower. 

When  all  supplemental  payments 
were  considered,  X's  producers  of 
Grade  A  milk  received  additional 
payments  averaging  14  cents  per 
hundredweight  in  1955,  16  cents  in 
1956,  27  cents  in  1957,  and  32  cents 
in  1958.  These  payments  increased 
steadily  partly  because  of  the  grow- 
ing number  of  producers  receiving 
bulk  milk  premiums  in  1956  and 
also  because  of  the  special  pool 
premiums  paid  in  1957  and  1958. 
By  September  1958,  all  Grade  A 
producers  were  receiving  a  15  cent 
bulk  milk  premium  and  2  cent  haul- 
ing subsidy.14  Patronage  refunds 
averaged  6  cents  and  special  pool 
premiums  10  cents  per  hundred- 
weight for  1958  (appendix  table 
5). 

Producers  delivering  manufac- 
turing grade  milk  received  only 
patronage  dividends  and  hauling 
subsidies  during  the  4  years  sur- 
veyed. While  hauling  subsidies  av- 
ei  »od  5  cents  each  year,  patronage 
refunds  fluctuated  widely  resulting 

M  Asso  Lation  payments  to  haulers  for 
transporting  milk  from  farms  to  plants  in 
addition  to  what  they  received  from  the 
farmer. 


in  average  supplemental  payments 
of  14  cents  in  1955,  6  cents  in  1956, 
11  cents  in  1957,  and  10  cents  in 
1958. 

When  the  association  added  these 
supplemental  payments,  sometimes 
called  "indirect  price  payments,"  to 
both  Grade  A  and  manufacturing 
grade  milk  prices,  the  average 
graded-ungraded  differential  for 
1955  was  not  changed  (appendix 
table  4).  However,  by  1956,  the 
differential  increased  10  cents;  by 

1957,  16  cents;  and  by  1958,  22 
cents.  Therefore,  the  true  differ- 
ential averaged  58  cents  in  1956,  49 
cents  in  1957,  and  51  cents  in  1958. 
Grade  A  price  differentials  this  size 
provide  a  strong  incentive  for 
many  producers  of  manufacturing 
grade  milk  to  qualify  as  Grade  A 
milk  producers. 

Case  Study  Two 

Case  study  two  analyzed  a  dairy 
manufacturing  concern,  Coopera- 
tive Y,  supplying  raw,  whole 
Grade  A  fluid  milk  in  bulk  form  to 
Chicago  handlers  and  local  milk 
bottlers. 

For  the  4-year  period  studied, 
Y  was  able  to  channel  about  40  per- 
cent of  its  total  Grade  A  intake 
into  fluid  milk  markets.  Grade  A 
markets  did  not  increase  as  rapidly 
as  the  quantity  of  milk  received, 
however.  While  the  volume  of 
Grade  A  milk  sold  each  year  re- 
mained fairly  steady,  the  volume 
received  had  nearly  doubled  by 

1958.  This  resulted  in  a  177  per- 
cent increase  in  the  amount  of 
Grade  A  milk  used  in  manufac- 
tured products  between  1955  and 
1958. 

Entry  Into  Grade  A 

When.— In  October  1952,  Y  be- 
gan handling  fluid  Grade  A  can 
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milk  qualified  by  the  Chicago 
Board  of  Health  and  the  Wisconsin 
Health  Department.  By  1955,  this 
concern  had  92  producers  of  Grade 
A  can  milk  and  583  producers  of 
manufacturing  grade  can  milk. 
The  Grade  A  farmers  were  supply- 
ing 29  percent  of  total  milk  re- 
ceipts. The  firm  began  receiving 
bulk  milk  in  May  1956. 

Of  the  plant's  total  Grade  A  in- 
take in  1956 — 22  million  pounds — 
bulk  milk  shipments  accounted  for 
10  percent.  The  next  year,  the 
association  received  31  percent  of 
its  Grade  A  milk  in  bulk;  and  by 
1958,  it  received  52  percent  of  all 
its  Grade  A  milk  in  bulk. 

In  June  1959,  Y  was  still  receiv- 
ing milk  through  three  separate  in- 
takes— Grade  A  can,  manufactur- 
ing grade  can,  and  Grade  A  bulk. 
Because  of  the  quick  rate  of  con- 
version to  bulk  shipping,  this  co- 
operative planned  to  close  its  Grade 
A  can-intake  system  by  early  1960, 
thus  substantially  reducing  oper- 
ating costs. 

Located  in  rough,  hilly  terrain, 
this  cooperative  had  many  pro- 
ducers operating  smaller  milking 
units  than  were  to  be  found  in  areas 
25  to  35  miles  away.  Thus,  Y  con- 
verted to  bulk  handling  methods 
about  a  year  later  than  many  other 
firms  operating  in  that  general 
area. 

Why. — Cooperative  Y  expanded 
from  manufacturing  dairy  prod- 
ucts into  marketing  Grade  A  fluid 
milk  primarily  to  maintain  plant 
volume.  Many  of  its  larger  pa- 
trons had  been  leaving  the  cooper- 
ative as  they  qualified  as  Grade  A 
shippers  and  found  outlets  for  their 
milk  at  plants  handling  Grade  A 
milk. 

Cosf  of  Converting  to  Can  In- 
take,— Facilities  for  receiving 

551081  O—  60  4 


Grade  A  milk  in  cans  cost  this 
concern  approximately  $28,000. 
Major  items  of  equipment  and  their 
value  in  October  1952,  were  as 
follows : 15 

Approximate 


Item  cost 
Straight  line  can  washer  (12 

cans  a  minute)   $5,  212.  31 

Power  conveyor  and  track   3, 112.  39 

Plate  cooler   885.  77 

Stainless  steel  pipe  wash  tank 
and   sanitary   power  pipe 

washer   618.  79 

Stainless  steel  sanitary  pump_  299.  48 

Sanitary  pipe  and  fitting  rack.  378.  98 

2  5,000-gallon  storage  tanks. _  12,  932.  68 

Weigh  can   1,333.66 

Dial  scale   562.  60 

Wall  and  tile  construction  in 
the  shop  building  for  Grade 

A  receiving  room   2,  681.  40 


28,  018.  06 

At  the  time  of  this  study,  Y  was 
shipping  all  its  manufacturing 
grade  milk  in  cans.  Producers  of 
ungraded  milk  in  1958  individually 
shipped,  on  the  average,  47  percent 
less  a  day  than  producers  of  Grade 
A  nlilk  did.  This  smaller  daily  out- 
put of  non-Grade  A  dairy  farmers 
explains  their  lack  of  interest  in 
bulk  handling  methods.  These  pro- 
ducers, in  most  instances,  were  too 
small  to  afford  converting  to  Grade 
A ;  nor  did  their  volume  of  output 
justify  bulk  handling. 

Cosf  of  Converting  to  Bulk  In- 
take.— Facilities  for  receiving 
Grade  A  bulk  milk  cost  Y  only 
$2,678,  since  the  only  construction 
needed  was  a  brick  and  tile  parti- 
tion for  separating  the  washing 
area  for  bulk  tankers  from  the  rest 
of  the  building. 

The  plant's  Grade  A  receiving 
room  was  already  equipped  for 


15  See  footnote  7,  page  14,  for  more  in- 
formation regarding  costs  involved  in 
converting  to  Grade  A  (bulk  or  can) 
milk  receiving  and  handling. 
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loading  tank  transport  t  rucks  with 
raw,  whole  milk.  These  same  facil- 
ities— consisting  mainly  of  a  pump 
and  2-inch  sanitary  tubing  leading 
to  storage  tanks — were  put  in  use 
for  unloading  bulk  milk  pickup 
tankers. 

With  the  introduction  and  swift 
adoption  of  bulk  handling  methods 
during  the  last  5  to  10  years,  few 
plants  today  would  consider  adding 
a  Grade  A  can  intake  system  with 
its  high  cost  of  equipment  and  high 
operating  cost.  Concerns  now  con- 
verting to  Grade  A  handling  who 
install  only  bulk  receiving  facilities 
usually  save  from  $20,000  or  more 
beyond  the  cost  of  installing  can  re- 
ceiving equipment  and  then  con- 
verting to  bulk. 

Present  Operations 

Taking  a  closer  look  at  this  asso- 
ciation's present  procurement  and 
marketing  operations  will  show 
how  it  is  serving  its  farmer-mem- 
bers through  Grade  A  fluid 
marketing. 

Procurement.  —  This  concern's 
maximum  procurement  radius  for 
Grade  A  milk  extended  20  miles — 
almost  the  same  as  its  manufactur- 
ing grade  milk  supply  area. 

Y  had  three  principal  competi- 
tors for  Grade  A  milk,  all  farmer-^ 
owned  organizations.  Their 
procurement  areas  were  similar  in 
size  to  Y's,  and  all  overlapped  ex- 
tensively in  some  areas. 

Twenty-two  trucks  with  enclosed 
box  bodies  hauled  the  members'  can 
milk  to  the  association  plant  in 
1958.  Average  capacity  of  these 
trucks  was  90  to  100  cans,  equal  to 
6,750  to  7,500  pounds  of  milk.  The 
association  owned  only  two  of  these 
trucks;  independent  haulers,  the 
rest.   Five  trucks  hauled  manufac- 


turing grade  milk  exclusively.  The 
other  17  trucks  carried  both  Grade 
A  and  ungraded  milk  in  cans.  Four 
Grade  A  farmers  were  still  hauling 
their  own  supply  to  the  plant,  and 
three  ungraded  dairy  farmers  were 
doing  the  same. 

By  the  end  of  1958,  three  bulk 
farm  pickup  tankers,  owned  by  in- 
dependent contract  haulers,  served 
Y's  producers.  These  tank  trucks 
each  hauled  an  average  load  of 
14,500  pounds  of  Grade  A  milk. 
Truckers  for  this  concern  received 
a  hauling  subsidy,  to  supplement 
the  fee  per  hundredweight  charged 
producers.  Nearby  cheese  fac- 
tories— many  owning  their  own 
trucks — were  charging  such  low 
hauling  rates  that  Y  offered  similar 
rates  to  meet  this  competition.  This 
meant  paying  a  hauling  subsidy  to 
compensate  for  longer  distances 
traveled  by  its  independent  haulers. 

Members  and  Volume. — For  the 
4  years  being  analyzed,  Coopera- 
tive Y's  Grade  A  producers  in- 
creased from  92  to  135,  and  the 
average  daily  delivery  per  producer 
also  increased  (appendix  table  6). 
Over  the  same  period,  however, 
manufacturing  grade  producers  de- 
creased from  583  to  435,  with  only 
a  nominal  increase  in  average  daily 
output  per  producer. 

Data  showed  that  an  average  of 
112  Grade  A  patrons  shipped  100 
million  pounds  of  approved  milk  to 
this  cooperative  during  1955  to 
1958.  Manufacturing  grade  pa- 
trons, averaging  527  in  number, 
shipped  235  million  pounds  of  un- 
graded milk  to  the  concern  over  the 
same  period.  Average  daily  deliv- 
ery per  producer  of  Grade  A  milk 
ranged  from  538  pounds  in  1955  to 
667  pounds  in  1958,  a  24  percent  in- 
crease in  daily  delivery.  Over  the 
same  period,  ungraded  milk  deliv- 
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ery  per  producer  ranged  from  an 
average  of  288  pounds  in  1955  to 
316  pounds  in  1958,  only  a  10  per- 
cent increase  (appendix  table  6). 

A  few  farmers  were  still  shipping 
small  amounts  of  farm-separated 
cream  to  Y  in  1958.  This  plant 
received  the  cream  at  the  ungraded 
milk  intake  and  dumpted  it  with 
manufacturing  grade  milk. 

Volume  of  farm-separated  cream 
received  from  patrons,  1955 
through  1958,  is  shown  below: 


Cream 

Milk  equiva- 

Year 

intake 

lent  (3.5 

milk) 

Thousand  -pounds 

1955  

60.  1 

500.  0 

1956  

62.  1 

461.  5 

1957  

53.  2 

395.  0 

1958  

29.  2 

199.  9 

Deliveries  of  whole  milk  varied 
more  widely  on  a  seasonal  basis  for 
the  ungraded  than  the  Grade  A 
milk.  The  monthly  index  of  aver- 
age daily  deliveries  for  Grade  A 
producers  from  1955  through  1958 
fell  to  an  average  of  85  during  Sep- 
tember, the  month  of  lowest  produc- 
tion, and  rose  to  an  average  of  124 
in  May,  the  month  of  flush  produc- 
tion (appendix  table  7) . 

For  the  same  period,  non-Grade 
A  milk  shipments  declined  to  an 
average  index  of  70  during  the  fall 
month  of  lowest  production,  but  ad- 
vanced to  an  average  index  of  148 
during  the  highest  production 
month.16 

The  Chicago  market  base-excess 
plan — adopted  in  September  1954 — 
was  one  principal  reason  why  Y's 

16  See  footnote  9,  page  17,  for  addi- 
tional information  on  the  seasonal  prob- 
lem. 


Grade  A  milk  producers  showed  a 
more  nearly  level-production  pat- 
tern. In  March  through  J une  1955, 
the  plant's  average  daily  intake  per 
shipper  was  41  percent  greater  than 
it  was  during  the  fall  base-making 
period  (September  through  Novem- 
ber). By  1958,  average  daily  de- 
liveries had  leveled  out  to  only  28 
percent  more  in  the  spring  than  in 
the  fall  months. 

Fluid  Marketing  Program. — Of  the 
100  million  pounds  of  Grade  A  milk 
shipped  to  Y  during  the  4  years 
surveyed,  38  percent  was  sold  as 
raw,  whole  milk  in  bulk  form  to 
milk  distributors  (appendix  table 
8 ) .  Almost  all  of  this  was  believed 
to  be  used  in  fluid  milk  products. 
The  remaining  62  percent  went  into 
the  plant's  butter-powder  operation. 
The  firm  manufactured  all  of  its 
235  million  pounds  of  ungraded 
milk. 

In  1955,  slightly  over  half  of  Y's 
Grade  A  milk  went  into  fluid  milk 
outlets  (appendix  table  8).  By 
1956,  the  percentage  dropped  to  41 ; 
in  1957,  35;  and  in  1958,  only  30 
percent  reached  fluid  markets,  be- 
cause the  volume  of  Grade  A  milk 
receipts  increased.  Marketings  for 
fluid  use,  however,  did  not  change 
significantly. 

Altogether,  the  association  sold 
38  million  pounds  of  Class  I  milk 
and  manufactured  297  million 
pounds,  primarily  into  butter  and 
spray  nonfat  dry  milk.  Milk  go- 
ing into  the  plant's  manufacturing 
operation  was  21  percent  Grade  A. 

Management  of  Y  stated  that 
blending  Grade  A  with  ungraded 
skim  milk  in  the  drying  operation 
had  improved  the  quality  of  their 
powder  by  lowering  the  bacterial 
count.  The  direct  microscopic 
clump  count,  used  in  determining 
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quality  of  nonfat  dry  milk,  reflected 
this  improvement,17 

Y  had  two  fluid  outlets  for  its 
Grade  A  milk — a  local  dairy  pur- 
chasing all  of  its  milk  for  bottling 
from  that  cooperative,  and  a  Chi- 
cago milk  distributing  concern,  en- 
abling the  cooperative  to  partici- 
pate in  the  fluid  milk  pool  under 
the  Chicago  order.  The  local  dairy 
paid  the  Class  I  price,  established 
by  the  order,  for  all  the  milk  it 
bought  from  the  cooperative.  Sales 
were  arranged  through  oral  agree- 
ments. 

A  manufacturing  plant  desiring 
to  participate  in  the  Chicago  regu- 
lated fluid  milk  pool  in  1956  and 
1957  was  required  to  ship  at  least 
half  of  its  approved  milk  to  Chi- 
cago area  milk  distributors  during 
3  fall  qualifying  months.  Before 
this  time,  plants  could  submit  "of- 
fers to  ship"  and  participate  in  the 
pool  even  though  it  shipped  only 
small  supplies  during  the  qualifying 
period. 

By  1958,  as  a  result  of  more  milk 
being  sent  to  the  city  than  needed 
for  fluid  purposes  during  the  low 
production  months,  the  require- 
ments for  the  3  fall  months  were 
reduced  to  40  percent  of  Grade  A 
receipts.    For  the  other  9  months, 


17  Cooperative  Y  had  been  regularly 
selling  substantial  quantities  of  its  pow- 
der to  a  packaging  plant  under  Govern- 
ment contract.  This  powder,  to  be  pack- 
aged in  4y2 -pound  containers  for  the  Na- 
tional School  Lunch  Program,  could  not 
show  a  direct  microscopic  count  exceed- 
ing 75  million  per  gram.  These  siales 
netted  a  slightly  greater  margin  than 
those  made  directly  to  Commodity  Credit 
Corporation.  CCC  tightened  its  purchas- 
ing standards  on  April  1,  1959,  by  buying 
only  powder  that  showed  a  direct  micro- 
scopic bacterial  count  not  exceeding  250 
million  per  gram.  Prior  to  this  date,  300 
million  per  gram  had  been  permissible. 
According  to  its  management,  Y  was  seek- 
ing to  build  a  reputation  as  a  producer 
of  high  grade  spray  nonfat  dry  milk  and 
was  watching  closely  its  raw  milk  quality. 


participating  plants  were  not  re- 
quired to  make  any  minimum  ship- 
ments but  only  needed  to  maintain 
a  Grade  A  health  permit. 

The  tabulation  on  the  following 
page  shows  the  percentage  of  Y's 
Grade  A  milk  intake  that  went  to 
Chicago  Federal  milk  order  milk 
bottling  concerns  during  the  3- 
month  qualifying  period,  1955- 
1958. 

Pricing 

Four  years  of  Y's  Grade  A  and 
ungraded  milk  prices  are  compared 
in  appendix  table  9.  These  are 
base  prices  paid  at  the  plant  and  do 
not  include  additional  payments, 
such  as  special  premiums,  hauling 
subsidies,  etc.  However,  these  sup- 
plemental payments  do  significantly 
affect  producers'  net  returns  and 
will  be  considered  in  the  following 
discussion  to  provide  a  true  picture 
of  Grade  A  and  ungraded  milk 
pricing. 

Base  prices. — Federal  milk  order 
No.  41  affected  Grade  A  operations 
of  Y.  Grade  A  prices  shown  in  ap- 
pendix table  9  are  weighted  average 
pool  prices  adjusted  to  the  coopera- 
tive's location.  Average  yearly 
Grade  A  prices  declined  from  $3.50 
per  hundredweight  in  1956  to  $3.22 
in  1958,  reflecting  the  increasing 
supply  of  Grade  A  milk. 

During  the  4  spring  months  of 
1957,  the  differential  between  Grade 
A  and  manufacturing  grade  prices 
averaged  only  18  cents,  and  for  the 
same  period  in  1958,  17  cents.  The 
yearly  average  differential  for  1957 
was  30  cents,  compared  with  28 
cents  for  1958.  Differentials  this 
small  offer  little  incentive  for  pro- 
ducers of  ungraded  milk  in  this  area 
to  convert  to  Grade  A  milk  pro- 
duction. 

Y's  ungraded  milk  pricing  policy 
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Year 

August 

September 

October 

November 

3-month 
average 

Percent  of  Grade  A  intake 

1955 

0 

47.  6 

55.  6 

50.  4 

51.  2 

1956 

0 

54.  9 

55.  6 

51.  5 

54.  0 

1957 

0 

54.  5 

52.  8 

52.  7 

53.  3 

1958  V 

42.  3 

45.  2 

45.  7 

0 

44.  4 

1  The  3-month  period  during  which  a  plant  could  qualify  for  the  succeeding  9 
months  was  changed  to  August,  September,  and  October  in  1958. 


was  not  based  purely  on  market 
returns  in  the  short  run,  even 
though  this  was  the  determining 
factor  over  the  long  term.  This 
concern  attempted  to  pay  the  aver- 
age price  of  firms  it  considered 
principal  competitors.  During 
much  of  1958,  however,  Y's  manu- 
facturing grade  price  fell  below 
that  of  a  major  competing  firm. 

Other  Payments. — Patrons  deliv- 
ering ungraded  milk  received  only 
patronage  refunds  and  hauling  sub- 
sidies during  the  4  years  surveyed. 
These  payments  decreased  from  an 
average  of  13  cents  per  hundred- 
weight in  1955  to  6  cents  in  1958, 
primarily  because  of  smaller  divi- 
dends (appendix  table  10). 

Producers  of  Grade  A  milk  aver- 
aged 14  cents  a  hundredweight  in 
additional  payments  in  1955.  By 
1958,  these  payments  increased  to 
an  average  of  25  cents,  because  of 
bulk  milk  premiums  started  in  May 
1956,  and  special  pool  premiums 
paid  in  1957  and  1958. 

When  supplemental  payments 
were  added  to  Grade  A  and  manu- 
facturing grade  milk  prices  shown 
in  appendix  table  9,  the  graded- 
ungraded  differential  was  in- 
creased by  1  cent  in  1955,  5  cents  in 
1956,  11  cents  in  1957,  and  19  cents 
in  1958.  Therefore,  the  true  Grade 
A  differential  paid  to  producers 
averaged  40  cents  in  1955,  50  cents 


in  1956,  41  cents  in  1957,  and  47 
cents  in  1958. 

Case  Study  Three 

Case  study  three  concerns  a  dairy 
cooperative  chiefly  manufacturing 
American  cheddar  cheese.  Coop- 
erative Z,  as  it  is  called  in  this  re- 
port, also  supplied  Grade  A  fluid 
milk  to  bottled  milk  distributors 
located  mainly  in  the  Chicago  mar- 
keting area. 

During  the  4-year  period  of  this 
survey,  Z  sold  approximately  47 
percent  of  its  Grade  A  fluid  milk  in 
bulk  form  to  handlers  in  this  mar- 
keting area.  About  1  percent  went 
to  nearby  milk  distributors.  The 
rest  was  manufactured. 

Entry  Into  Grade  A 

When. — In  January  1952,  this 
cooperative  started  handling  fluid 
Grade  A  milk,  meeting  Chicago 
Board  of  Health  regulations  and 
Wisconsin  Health  Department 
standards.  Starting  with  a  can- 
intake  system,  the  cooperative 
adopted  bulk  handling  methods  in 
July  1955. 

Of  the  plant's  total  Grade  A  in- 
take in  1955 — 23  million  pounds — 
bulk  milk  shipments  accounted  for 
only  6  percent.  Bulk  conversion 
progressed  rapidly,  however,  and 
by  1956,  32  percent  of  the  concern's 
Grade  A  receipts  came  from  bulk 
shippers;  by  1957,  50  percent;  and 
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by  1958,  62  percent  of  all  Grade  A 
milk  was  received  as  bulk. 

Why. — Z  expanded  from  manu- 
facturing dairy  products  into  mar- 
keting Grade  A  fluid  milk  prima- 
rily as  a  defensive  measure — to 
compete  with  other  milk  plants  try- 
ing to  increase  their  Grade  A  milk 
volume. 

Also,  the  cooperative  believed  it 
could  not  afford  to  ignore  the  trend 
developing  toward  Grade  A  milk 
production.  Many  of  the  coopera- 
tive's producers  of  ungraded  milk 
wanted  to  convert  to  a  Grade  A  in- 
spection basis,  but  also  wanted  to 
remain  with  Z.  As  a  result,  these 
members  were  influential  in  per- 
suading the  board  of  directors  that 
the  cooperative  should  install  fa- 
cilities for  handling  and  marketing 
Grade  A  milk. 

Cost  of  Converting  to  Can  In- 
take.— Facilities  for  receiving 
Grade  A  milk  in  cans  cost  this  con- 
cern approximately  $26,000.  Major 


items  of  equipment  and  their  value 
in  January  1952  were  as  follows :  13 

Approximate 
Item  cost 

Straightway  can  washer  (10- 

12  cans  per  minute)   $3.  810.  86 

Can  conveyors  (power-type) _  4,070.24 

Milk  cooler   4,  960.  00 

Pipe  washer   528.  05 

3    pumps  (positive-displace- 
ment type)   695.53 

2  storage  tanks   (43,000  lbs. 

each)   8.252.90 

Receiving  tank   793.  02 

Weigh  tank   1. 156.  98 

Scale   329.  04 

Pipe  rack   165.  00 

Sanitary  piping  and  valves   872.  83 

25,  634.45 

Although  Z  did  not  especially  en- 
courage its  members  to  switch  from 
can  to  bulk  shipments,  members 
were  well  aware  of  bulk  premiums 
being  offered  in  the  area  and  were 
rapidly  converting.  When  the  as- 
sociation began  receiving  Grade  A 


18  See  footnote  7.  page  14,  for  more  in- 
formation regarding  costs  involved  in 
converting  to  Grade  A  ( bulk  or  can )  milk 
receiving  and  handling. 


The  bulk  tanker  shown  above  is  picking  up  Grade  A  milk  for  a  manufacturing  cooperative  that 
was  able  to  expand  into  Grade  A  handling  by  installing  only  bulk  receiving  facilities.  This 
association  realized  substantial  savings  as  compared  with  plants  that  first  had  to  install  Grade  A 
can  receiving  equipment,  than  to  convert  to  bulk. 
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bulk  milk  in  July  1955,  Grade  A 
can  shipments  immediately  began 
to  decrease. 

Also,  in  1955.  bulk  handling 
methods  were  beginning  to  appeal 
strongly  to  producers  of  ungraded 
milk  as  well  as  to  members  ship- 
ping Grade  A  milk.  And  once  an 
ungraded  milk  producer  equips 
himself  for  bulk  handling,  there  is 
a  strong  incentive  for  him  to  go  all 
the  way  and  make  any  additional 
investments  necessary  to  qualify  as 
a  producer  of  Grade  A  milk.  Thus, 
management  of  Z  felt  that  rapidly 
emerging  bulk  handling  of  milk 
would  tremendously  affect  improve- 
ment of  milk  quality  in  the  large 
manufacturing  milk  area  of  the 
Midwest. 

Data  showed  that  all  members  of 
Cooperative  Z  buying  bulk  tanks 
were  either  already  producing 
Grade  A  milk  or  were  converting 
to  a  Grade  A  inspection  basis  soon 
after  they  adopted  bulk  handling. 
Therefore,  very  little  manufactur- 
ing grade  milk  was  being  received 
as  bulk. 

Z  started  paying  a  bulk  premium 
of  25  cents  per  hundredweight  to 
be  in  line  with  its  competitors.  Re- 
ductions in  milk  receiving  costs  did 
not  justify  so  large  a  premium,  but 
competitive  pressure  made  it  neces- 
sary. Based  solely  on  cost  reduc- 
tions, a  justified  premium  would 
have  been  about  10  cents  per  hun- 
dredweight, the  cooperative  esti- 
mated. Plant  records  indicated 
that  during  most  of  1958,  the  bulk 
milk  premium  had  been  reduced  to 
15  cents  per  hundredweight. 

Cost  of  Converting  to  Bulk  In- 
take.— Xo  additional  plant  expenses 
were  incurred.  Z  already  had  facil- 
ities for  loading  and  washing  tank 
transport  trucks  that  hauled  bulk 
milk  to  Chicago  milk  distributors. 
Therefore,   when   the  association 


started  receiving  bulk  milk  in  July 
1955,  the  farm  pickup  tankers  were 
able  to  use  these  facilities  for  un- 
loading. 

Present  Operations 

A  more  detailed  look  at  present 
operations  of  this  cooperative  will 
show  how  it  is  serving  its  farmer- 
members  through  Grade  A  fluid 
marketing. 

Procurement.  —  This  concern's 
maximum  procurement  radius  for 
Grade  A  milk  extended  21  miles,  as 
compared  with  18  miles  for  un- 
graded milk.  Nearly  all  members 
reported  that  three  or  four  milk 
procurement  trucks  passed  by  their 
farms  each  day.  This  indicated  the 
extent  of  overlapping  of  supply 
areas.  The  association  had  four 
principal  competitors,  whose  aver- 
age procurement  radius  slightly  ex- 
ceeded that  of  its  own. 

Eleven  insulated,  van-type,  can- 
hauling  trucks  served  members  in 
1958  by  hauling  milk  to  the  associa- 
tion plant.  The  average  capacity  of 
these  trucks  was  80  to  90  cans,  aver- 
aging 75  pounds  of  milk  per  can 
(equal  to  6,000-6,750  pounds  of 
milk).  Four  bulk  farm  pickup 
tankers,  owned  by  independent  con- 
tract haulers,  served  the  bulk  routes 
of  Z  in  1958.  These  tank  trucks 
hauled  an  average  load  of  12,200 
pounds  of  Grade  A  milk.  Al- 
though the  plant's  haulers  were  in- 
dependent operators,  the  coopera- 
tive believed  that  it  had  their 
loyalty  and  could  depend  on  them. 

All  can  truckers  were  combining 
loads  of  Grade  A  and  manufactur- 
ing grade  milk  for  procurement 
efficiency.  The  Chicago  Health  De- 
partment permits  hauling  approved 
milk  with  unapproved  can  milk,  al- 
though some  city  ordinances  pro- 
hibit it,  None  of  the  plant's 
patrons  delivered  their  own  milk. 
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Members  and  Volume. — During 
the  period  analyzed  Z's  Grade  A 
producers  increased  in  number  and 
average  daily  delivery  per  pro- 
ducer, resulting  in  a  68  percent 
greater  annual  Grade  A  intake  in 
1958  than  1955.  During  the  same 
period,  manufacturing  grade  pro- 
ducers decreased  in  number,  but 
average  daily  delivery  per  producer 
increased  enough  to  make  annual 
ungraded  receipts  5  percent  more  in 
1958  than  in  1955. 

Z's  total  milk  intake — Grade  A 
and  ungraded — in  1958  exceeded 
1955's  by  36  percent  (appendix 
tables  if  and  13).  In  this  highly 
competitive  procurement  area,  such 
an  increase  in  milk  receipts  suggests 
that  the  cooperative  has  been  secur- 
ing favorable  returns  and  has  the 
confidence  of  its  members. 

For  the  4-year  period  under 
analysis,  an  average  number  of  115 
Grade  A  farmer-members  shipped 
a  total  of  119  million  pounds  of  ap- 
proved milk  to  the  association 
plant.  Manufacturing  grade  pa- 
trons, averaging  162  in  number, 
shipped  84  million  pounds  of  un- 
graded milk  to  the  cooperative  over 
the  same  period.  The  supply  of 
Grade  A  milk  ranged  from  an  aver- 
age daily  delivery  of  625  pounds  in 
1955  to  747  pounds  in  1958,  a  20 
percent  increase  in  daily  delivery. 
Ungraded  milk  deliveries  ranged 
from  an  average  of  351  pounds  in 
1955  to  398  pounds  in  1958,  an  in- 
crease of  only  13  percent  (appendix 
table  11). 

Delivery  of  both  grades  of  milk 
had  wide  seasonal  variations.  The 
monthly  index  (based  on  average 
daily  deliveries)  for  Grade  A  pro- 
ducers from  1955  through  1958  fell 
to  an  average  of  59  during  the  fall 
month  of  lowest  production  (ap- 
pendix table  12),  but  rose  to  an 


average  of  123  during  the  spring's 
flush  production  months. 

Even  with  this  2-to-l  seasonal 
variation,  Grade  A  shipments  were 
more  nearly  uniform  than  ship- 
ments of  manufacturing  grade 
milk.  For  the  low  production 
months  of  1955-1958,  ungraded 
shipments  declined  to  an  average  of 
51.  During  the  high  production 
months  for  these  4  years,  the  un- 
graded shipments  advanced  to  an 
average  index  of  133. 

A  base-excess  plan  was  adopted 
by  the  Chicago  market  in  Septem- 
ber 1954  as  a  means  of  evening  out 
production.  During  March  through 
June  1955 — the  first  base-excess  pay 
out  period — Z's  average  daily  deliv- 
ery per  Grade  A  producer  was  59 
percent  greater  than  it  was  during 
the  base-making  period  of  Septem- 
ber through  November.  By  1958, 
average  daily  shipments  had  leveled 
out  somewhat  to  only  35  percent 
more  in  the  spring  than  in  the  fall 
months. 

Fluid  Marketing  Program. — When 
Z  started  handling  Grade  A  Milk,  it 
decided  the  risk  was  too  great  to 
establish  a  bottling  operation  of  its 
own.  Instead,  it  chose  the  alterna- 
tive of  supplying  approved  raw 
whole  milk  to  organizations  already 
established  in  the  Grade  A  fluid 
distribution  business.  The  associ- 
ation found  buyers  in  the  Chicago 
marketing  area  and  in  two  nearby 
dairies. 

Of  the  120  million  pounds  of  ap- 
proved milk  handled  by  Z  during 
this  4-year  survey,  48  percent  was 
sold  in  bulk  to  bottling  concerns. 
The  remaining  52  percent  of  "sur- 
plus" Grade  A  was  used  in  the 
plant's  American  cheese  operation. 
All  of  the  non-Grade  A  milk  re- 
ceived (84  million  pounds)  was  also 
manufactured  into  American 
cheese. 
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In  1955,  82  percent  of  Z's  Grade 
A  milk  was  sold  in  bulk  fluid  form 
to  Class  I  milk  distributors  (ap- 
pendix table  13).  Since  then  the 
percentage  of  fluid  utilization  has 
steadily  declined.  By  1956,  73  per- 
cent of  the  Grade  A  intake  went 
into  fluid  outlets;  in  1957,  38  per- 
cent; and  in  1958,  only  17  percent. 

Altogether,  the  association  chan- 
neled 57  million  pounds  of  milk  into 
fluid  outlets  and  manufactured  146 
million  pounds  as  American  cheese 
during  this  period.  The  milk  going 
into  cheese  was  42  percent  Grade  A. 

This  use  of  large  quantities  of 
Grade  A  milk  in  manufactured 
dairy  products  is  being  duplicated 
throughout  the  Midwest  as  more 
and  more  producers  in  this  tradi- 
tionally manufacturing  milk  area 
convert  to  production  of  Grade  A 
milk.  Possible  broad  implications 
of  this  development  are  that  the 
evolution  from  ungraded  to  Grade 
A  milk  production,  with  its  attend- 
ant raising  of  milk  quality,  will 
substantially  sustain  and  expand 
markets  for  Midwestern  milk  and 
its  products.  Findings  of  this 
study  neither  confirm  nor  deny  this 
premise. 

Amended  and  more  restricted 
pooling  requirements  of  the  Chicago 
Federal  order  in  September  1956, 
are  discussed  on  pp.  17-19.  Z's 
manager  pointed  out  that  this 
tightening  of  pool  plant  require- 


ments had  increased  competition 
among  country  Grade  A  plants  in 
maintaining  their  Chicago  fluid 
outlets. 

Chicago  Class  I  distributors  were 
able  to  obtain  milk  at  lower  han- 
dling charges  during  the  fall  quali- 
fying period  than  previously  when 
pool  plant  requirements  were  un- 
der terms  of  "offers  to  ship."  One 
result  was  a  substantial  loss  of  rev- 
enue by  country  plants.  The  plant 
manager  stated  that  the  highest 
handling  allowance  they  were  able 
to  negotiate  in  1956  was  36  cents 
per  hundredweight.  During  the  3 
qualifying  months  in  1955,  86  per- 
cent of  the  offers  to  sell  contained 
a  handling  charge  of  65  cents  or 
more  (table  4). 

The  following  tabulation  shows 
the  percentage  of  this  association's 
Grade  A  milk  intake  shipped  to 
Chicago  fluid  milk  distributors 
during  the  3-month  qualifying 
period,  1955-1958. 

In  1957,  this  association  for  the 
first  time  in  its  Grade  A  marketing 
experience  obtained  a  written  con- 
tract with  one  of  its  fluid  milk 
buyers.  Essential  features  of  the 
contract  were  as  follows: 

1.  The  contract  extended  from  July 

15  to  December  15, 1957. 

2.  The  handler  guaranteed  to  buy 

at  least  45,000  pounds  of  milk 
daily  during  this  period. 


Year 

August 

September 

October 

November 

3-month 

average 

Percent  of  Grade  A  intake 

1955   0  96.  1  97.  9  97.  5  97.  2 

1956   0  70.  6  62.  2  57.  6  63.  5 

1957   0  83.  8  63.  2  52.  4  66.  5 

1958 1   68.9  62.5  45.8  0  59.1 


1  Pool  plant  provisions  were  amended  August  1,  1958,  making  August,  September, 
and  October  the  3-month  qualifying  period  and  reducing  to  40  percent  the  volume  of 
Grade  A  milk  shipments  required  during  this  period  to  qualify  the  plant  as  a  pool 
member  for  the  following  9  months, 
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3.  The   price  promised   was  the 

Order  41  Class  I  price,  f.o.b. 
seller's  plant,  plus  a  handling 
charge  of  36  cents  per  hundred- 
weight. 

4.  Milk  payments  were  to  be  made 

by  the  15th  of  the  month  fol- 
lowing delivery  for  total  value 
of  shipments. 

5.  The  contract  contained  no  pro- 

visions for  changes  by  either 
party. 

Pricing 

In  this  primarily  manufacturing 
milk  area,  Z  reported  no  difficulty 
maintaining  a  satisfactory  price 
relationship  between  Grade  A  and 
non-Grade  A  milk  prices.  Al- 
though Grade  A  prices  were  reg- 
ulated under  the  fluid  milk  pool, 
manufacturing  grade  operations 
were  unregulated  and  these  returns 
reflected,  as  nearly  as  possible, 
average  prices  paid  by  principal 
competitors.  Appendix  table  14 
compares,  by  months,  these  base 
prices  for  the  period  studied. 

Base  Prices. — The  market- wide 
pool  blend  price  for  Grade  A  milk 
averaged  more  for  1956  than  1955. 
For  1957  and  1958,  however,  it 
averaged  less  than  for  1956.  The 
graded-ungraded  differential  de- 
clined from  an  average  of  41  cents 
in  1955  to  24  cents  in  1958. 

For  the  4  spring  months  of  1957, 
the  differential  between  Grade  A 
and  manufacturing  grade  prices 
averaged  18  cents,  and  for  the  com- 
parable period  in  1958,  only  15 
cents.  Management  of  Z  stated 
that  Grade  A  shippers  were  very 
concerned  about  the  decreasing 
difference  in  prices  between  their 
milk  and  ungraded  milk. 

Other  Payments. — Producers  re- 
ceived only  patronage  refunds  for 
ungraded  milk  in  1955  and  1956. 


In  1957  and  1958,  however,  pro- 
ducers received  a  very  small  haul- 
ing subsidy  (less  than  1  per  cent 
per  hundredweight)  in  addition  to 
the  patronage  refunds.  Total  pay- 
ments increased  from  an  average  of 
4  cents  per  hundredweight  in  1955 
to  15  cents  in  1958  (appendix  table 
15). 

Grade  A  shippers  received  bulk 
milk  premiums  and  patronage  re- 
funds in  1955  and  1956.  In  1957 
and  1958  special  pool  premiums  and 
minor  hauling  subsidies  were  also 
received  in  addition  to  the  above 
payments.  Total  payments  in- 
creased from  an  average  of  6  cents' 
per  hundredweight  in  1955  to  33 
cents  in  1958.  Additional  pay- 
ments such  as  these  indicated  that 
price  competition  in  the  procure- 
ment of  Grade  A  milk  existed. 

When  the  cooperatives  added 
supplemental  payments  to  Grade  A 
and  manufacturing  grade  milk 
prices  shown  in  appendix  table  14, 
the  graded-ungraded  differential 
was  increased  by  2  cents  per  hun- 
dredweight in  1955,  7  cents  in  1956, 
13  cents  in  1957,  and  18  cents  in 
1958.  Therefore,  Z's  Grade  A  milk 
patrons  actually  received  an  aver- 
age of  43  cents  more  per  hundred- 
weight for  their  milk  than  the 
plant's  ungraded  milk  patrons  did 
in  1955,  52  cents  more  in  1956,  43 
cents  more  in  1957,  and  42  cents 
more  in  1958. 

Comparison  of  Case  Studies 

From  comparison  of  the  three 
case  studies,  comes  keener  per- 
ception of  the  similarities  and 
differences  in  their  marketing  ex- 
periences. X  began  accepting 
Grade  A  milk  in  cans  as  early  as 
1947.  Y  and  Z  did  not  receive  can 
Grade  A  milk  until  5  years  later. 
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By  1956,  all  three  co-ops  had 
adopted  bulk  handling  methods. 

In  1958,  X  received  91  percent 
of  all  its  Grade  A  milk  in  bulk 
form,  while  Y  and  Z  received  52 
percent  and  62  percent,  respectively, 
in  bulk. 

Grade  A  Handling 

These  three  manufacturing  co- 
operatives began  handling  Grade 
A  fluid  milk  primarily  to  retain 
plant  volume.  Competition  in  milk 
procurement  accelerated  the  change. 
Cost  of  can-receiving  facilities 
ranged  from  $36,000  for  X  to 
$26,000  for  Z.  Conversion  to  bulk 
milk  receiving  entailed  no  addi- 
tional plant  cost  for  Z;  X  and  Y, 
however,  each  spent  around  $2,500 
to  convert. 

From  1955  to  1958,  farmer-mem- 
bers producing  Grade  A  milk  in- 
creased in  number  and  in  average 
daily  deliveries  for  two  of  the  con- 
cerns, Y  and  Z.  The  remaining 
association  found  Grade  A  pro- 
ducers were  decreasing  slightly  in 
number,  while  the  average  daily 
shipments  per  producer  were  in- 
creasing. 

Records  of  each  association 
showed  a  greater  annual  Grade  A 
milk  intake  in  1958  than  in  1955,  al- 
though the  increase  varied  widely 
among  firms — 14  percent  for  X,  92 
percent  for  Y,  and  68  percent  for  Z. 

Members  shipping  manufactur- 
ing grade  milk  decreased  in  number 
in  each  case,  while  average  daily 
output  per  patron  rose  only 
slightly.  Total  milk  intake — both 
Grade  A  and  manufacturing 
grade — increased  5  percent  between 
1955  and  1958  for  X  and  Y.  Z's 
total  intake  in  1958  exceeded  1955's 
by  36  percent. 

Over  the  4  years  studied,  X  sold 
only  about  9  percent  of  its  Grade  A 


milk  to  fluid  milk  distributors, 
while  Y  sold  approximately  40  per- 
cent and  Z  sold  about  half  of  their 
Grade  A  milk  to  fluid  outlets. 
However,  in  each  case,  the  associa- 
tion participated  in  a  fluid  milk 
pool  regulated  by  a  Federal  order. 
This  assured  patrons  the  uniform 
blend  price  per  hundredweight  for 
all  Grade  A  milk,  no  matter  how  it 
was  used. 

Each  association  reported  that 
the  percentage  of  Grade  A  milk  it 
sold  to  fluid  markets  was  declining 
annually.  X  dropped  from  12  per- 
cent in  1955  to  9  percent  in  1958. 
Y  sold  only  30  percent  of  its  Grade 
A  to  fluid  markets  in  1958  as  com- 
pared with  54  percent  in  1955. 
However,  Z  reported  the  greatest 
drop — from  82  percent  in  1955  to 
IT  percent  in  1958. 

Price  Differentials 

During  this  same  period,  plant 
records  of  all  three  concerns  showed 
that  their  hundredweight  price  dif- 
ferential between  Grade  A  and  un- 
graded milk  also  declined  substan- 
tially. This  suggests  that  the 
incentive  to  convert  to  Grade  A 
production  was  much  less  for  ship- 
pers of  manufacturing  grade  milk 
in  1958  than  in  1955.  However, 
this  was  not  the  case. 

Dairymen  also  received  certain  in- 
direct or  supplemental  payments — 
such  as  hauling  subsidies,  bulk 
premiums,  special  pool  premiums, 
and  patronage  refunds.  When 
these  payments  were  included  in  the 
price  computations,  the  differential 
between  Grade  A  and  ungraded 
milk  prices  actually  increased  for 
two  out  of  the  three  concerns. 

For  X,  the  price  differential  rose 
from  42  cents  in  1955  to  51  cents  per 
hundredweight  in  1958.  Y's  price 
differential  showed  a  similar  in- 
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crease — from  40  cents  in  1955  to  47 
cents  in  1958.  Z's  price  differential 
declined  slightly,  from  an  average 
43  cents  in  1955  to  42  cents  per 
hundredweight  in  1958. 


Thus  in  1958,  Grade  A  producers 
received  51  cents  a  hundredweight 
more  than  ungraded  milk  producers 
did  in  X,  47  cents  more  in  Y,  and 
42  cents  more  in  Z. 


Challenge  of  Diversification 


DIVERSIFICATION  in- 
to Grade  A  fluid  handling  by 
manufacturing  concerns  requires 
careful  consideration,  both  by 
farmer-members  and  by  manage- 
ment. Unless  producers  and  man- 
agers know  the  pitfalls  and  the 
promise  such  diversification  holds, 
full  realization  of  possible  benefits 
is  not  likely. 

Conversion  to  Grade  A  fluid  milk 


marketing  is  not  equally  feasible  for 
all  manufacturing  concerns.  Be- 
fore a  program  to  diversify  gets 
underway,  directors  and  managers 
should  analyze  the  availability  of 
markets,  both  local  and  regional. 
In  some  cases,  converting  to  Grade 
A  may  not  be  warranted  now,  es- 
pecially in  areas  where  competition 
is  not  being  felt.  However,  even 
in  such  areas  some  of  the  larger  un- 


Although  school  children  such  as  these  represent  an  ever-growing  market  for  Grade  A  fluid  milk, 
this  study  showed  that  in  many  areas  supply  was  exceeding  current  demand.  A  careful  study  of 
individual  markets  is  necessary  before  a  manufacturing  association  adds  facilities  for  marketing 
Grade  A  fluid  milk. 
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graded  dairy  farmers  are  trying  to 
obtain  a  Grade  A  market. 

While  manufacturing  coopera- 
tives do  not  need  to  begin  such 
conversion  programs,  they  will  show 
foresight  if  they  formulate  policies 
and  plans  of  action  in  anticipation 
of  producers'  demands  for  Grade  A 
receiving  facilities.  Cooperatives 
stand  to  lose  much  through  reduced 
returns  if  they  do  not  prepare  them- 
selves to  supply  the  necessary  serv- 
ices to  members,  or  if  they  do  not 
merge  with  another  cooperative  that 
can  provide  that  service.  Owners 
of  proprietary  dairy  concerns  may 
also  lose  if  they  are  not  ready  to 
make  prompt  decisions. 

It  is  apparent  throughout  this  re- 
port that  competition  in  procure- 
ment and  for  volume  has  been  a 
major  drive  leading  manufacturing 
cooperatives  to  add  Grade  A  side- 
lines. For  certain  farmer-owned 
marketing  concerns,  other  courses  of 
action  might  be  more  appropriate. 
Many  cooperatives  might  especially 
avoid  the  waste  involved  in  equip- 
ping themselves  to  handle  Grade  A 
milk. 

The  most  apparent  alternative 
course  of  action  would  be  a  merger 
of  neighboring  cooperatives,  mak- 
ing a  Grade  A  market  available  to 
producers  with  less  duplication  of 
facilities  and  marketing  services. 
All  producers  might  be  better  off 
this  way,  assuming  an  acceptable 
plan  of  merger  could  be  worked  out. 
There  are  other  points  to  consider 


than  providing  full,  diversified 
marketing  service,  but  certainly  this 
point  should  be  recognized. 

The  possibility  of  a  single  quality 
standard  for  all  milk  sometime  in 
the  future  is  still  another  consider- 
ation for  manufacturing  coopera- 
tives in  deciding  whether  to  add  a 
Grade  A  sideline.  Many  dairy  ex- 
perts believe  the  greatest  efficiency 
in  fluid  milk  handling  will  occur 
only  when  all  milk  meets  a  single 
quality  standard.  This  standard 
will  result  in  simplified  inter-State 
control  measures,  higher  quality 
milk  for  consumers,  and  a  more  effi- 
cient and  stabilized  industry. 
These  observers  see  little  justifica- 
tion in  grading  milk  by  use. 

This  survey  has  pointed  out  many 
of  the  major  problems  cooperatives 
in  particular  may  face  when  adding 
Grade  A  operations.  It  has  also 
pointed  out  that,  despite  present 
market  inadequacies,  managers  of 
most  firms  handling  Grade  A  milk 
thought  that  their  fluid  sales  would 
increase  during  the  next  few  years 
and  that  they  would  have  more  and 
more  farmer-members  producing 
Grade  A  milk.  Many  of  them  have 
a  definite  policy  of  encouragement 
and  financial  assistance  for  conver- 
sion to  Grade  A. 

If  a  single  standard  for  both 
fluid  and  manufacturing  use  should 
be  adopted,  those  concerns  that  have 
foreseen  this  trend  and  have  taken 
early  action  may  best  serve  their 
members  and  the  dairy  industry. 


Appendix 

DETAILED  information  on  the     obtained  from  plant  records  and 
three  case-study  cooperatives  is    personal  interviews  with  coopera- 
presented  in  the  following  appendix     tive  officials, 
tables.    These  tables  contain  data 
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Appendix  table  1. — Cooperative  X:  Average  number  and  daily  delivery 
per  producer  of  Grade  A  and  manufacturing  grade  milk,  1955—1958  1 


Grade  A  producers 

Manufacturing  grade  producers 

Year  and  month 

Average 

daily 
delivery 

Number  | 

Total 
receipts 

Number 

Average 

daily 
delivery 

Total 
receipts 

1955 

Pounds  per 

Million 

Pounds  per 

Million 

producer 

pounds 

producer 

pounds 

January 

209 

639 

A  1 
rt.  1 

251 

324 

9  p; 
z.  o 

February 

207 

678 

1  Q 

o.  y 

264 

^27 

Oil  1 

9  A 
Z.  4 

March 

R88 
Qoo 

A  A 
1.  4 

9ft9 

Q  A9 
04Z 

9  0 
z.  5 

April 

90^ 

fiQ7 

A  Q 
4.  O 

9fi9 

Oil 

O.  0 

May 

1  QQ 

1  £7  £7 

778 

I/O 

4.  8 

9B.1 

4*37 

4:0  / 

3.  5 

June 

1  QA 

1  tf± 

7^4 

/  Oi: 

4.  3 

9ft1 
ZO 1 

A9R 
"±ZO 

3.  3 

July 

1  Qfi 

1  y  U 

^77 
O  /  / 

o.  o 

9fi9 
zoz 

OOO 

9  7 
z.  / 

August 

1  Q7 
iy  / 

AftQ 

ioy 

9  Q 

z.  y 

zou 

9an 

ZoU 

9  Q 
Z.  O 

September 

1  QQ 

1  £7  £7 

430 

9  ft. 
Z.  O 

9ft1 
ZO  1 

9*3Q 

zoy 

1  Q 

i.  y 

October 

904. 

488 

iOO 

1  1 

O.  1 

9fi1 

ZU  1 

998 
ZZo 

1  8 

1.  o 

November 

90^ 
zuo 

^8 
Ooo 

O.  o 

9ft£i 
ZOO 

ZO'i 

9  n 
z.  u 

December 

907 
zu  1 

OUU 

3  8 
O.  o 

9ftO 
ZOu 

9QA 

zy** 

9  A 
Z.  4 

A  uprn  erf* 

202 

609 

3.  8 

261 

322 

2.  6 

1956 

January 

195 

686 

A  1 

4.  1 

260 

328 

9  ft 
Z.  0 

February 

195 

725 

1.  1 

2^8 

^Q 

OOf 

9  7 
Z.  / 

March 

904. 

71  ft 
/  lO 

4.  0 

9^7 
ZO  1 

o  i  O 

o.  u 

April 

1  Q7 

1  £7  I 

7^2 

/  OA 

A  A 
4.  4 

2^2 

O  c/O 

o.  u 

May 

171 

749 

1  ^tZ 

3.  9 

ZOO 

409 

4UZ 

3.  3 

June 

1  fiQ 

7*37 
tot 

3.  7 

9^0 
zoy 

40fi 

3.  2 

July 

1  fifi 

oou 

1  0 
o.  u 

2^ 

.£00 

^2Q 

2  ft 

August 

1  fi4 

wo 

9  A 
Z.  4 

252 

264 

9  1 
Z.  1 

September 

1  7*3 

I/O 

471 

4:  /  1 

9  4 

Z.  4 

9^ 
zoo 

1  8 

1.  o 

October 

1  74 

1/4 

^Q8 

uaO 

3  9 
O.  Z 

2^ 
zoo 

9^8 

9  0 
z.  u 

November 

1  7fi 

1  /  \J 

uou 

o.  o 

271 

tit  X 

9  1 

Z.  1 

December 

1  8*3 
l  oo 

71  Q 

/  iy 

A  1 

4.  1 

2^0 

^29 
ozz 

9  p» 
z.  o 

A  VPTfl  (TP 
A  V  CI  tt  ^t 

181 

654 

3.  6 

256 

328 

2.  6 

1957 

January 

185 

782 

A  fi 
4.  O 

249 

361 

9  8 
z.  o 

February 

1  84 

81  2 

Ol  ^ 

A  9 
1.  Z 

245 

388 

9  7 
z.  / 

March 

1  Q9 

iyz 

7ftti 
/  oo 

A  7 
4.  / 

Zoo 

AAQ 
4UO 

1  0 
o.  u 

April 

1  87 
1  o  / 

890 

A  ft 
4.  0 

2*37 

408 

tUO 

0.  u 

May 

1  87 
15/ 

SA^i 
o40 

4.  9 

9*3ft 
ZOO 

AA9 
44Z 

3.  2 

June 

1  fiA 

1  04 

oUO 

4.  4 

938 
Zoo 

•lOO 

3.  1 

July  _  _    _  __ 

1  QO 

i  yu 

A94 

OZ4 

3  7 
O.  / 

ZOO 

OOo 

2.  6 

August 

1  88 

OZO 

o.  1 

9Q1 
ZOl 

9Q^ 

zyo 

9  1 
Z.  1 

September 

1  fifi 
i  oo 

o  /  o 

3  9 
O.  - 

997 
ZZ  I 

ZOO 

1  8 

1  .  o 

October 

1  Qfi 

i  yo 

ftfi^ 

ooo 

a  n 
4.  u 

 ■  > 

974 
Z  /  4 

1  Q 

i.  y 

November 

1  QA 

i  yi 

ftQ9 

oyz 

a  n 

999 

zzz 

989 
ZoZ 

1  Q 

i .  y 

December 

1  Q8 
i  yo 

7*30 

A  Pi 
1.  0 

99*3 
zzo 

'31  Q 
o  i  y 

9  9 
z.  z 

A  vpro  oro 

189 

721 

4.  2 

234 

352 

2.  5 

1958 

January 

192 

795 

A  7 

222 

361 

9  fi 
Z.  O 

February 

187 

817 

A  *? 

221 

383 

9  4 

March 

182 

845 

A  C 

4.  o 

220 

410 

9  fi 

Z.  o 

ApriL. 

182 

853 

4.  7 

219 

424 

9  fi 

Z.  o 

May_.              _     _  _ 

181 

897 

5  0 

218 

450 

3.  0 

June 

186 

855 

4.  8 

220 

454 

3.  0 

July  

194 

652 

3.  9 

217 

364 

2.  4 

August 

185 

538 

3.  1 

216 

285 

1.  9 

September 

171 

621 

3.  2 

210 

258 

1.  6 

October.  _ 

175 

730 

4.  0 

205 

266 

1.  7 

November  . 

176 

802 

4.  2 

200 

296 

1.  8 

December 

178 

848 

4.  7 

195 

341 

2.  1 

Average. 

182 

771 

4.  3 

214 

358 

2.  3 

1  Each  farm  is  considered  one  producer.  Average  daily  delivery  per  producer  was  computed 
from  unrounded  data. 
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Appendix  table  2. — Coopeiative  X:  Seasonal  indexes  of  average  daily 
deliveries  per  producer  of  Grade  A  and  manufacturing  grade  milk, 
1955-1958 


Month 

Grade  A 

Manufacturing  grade 

1955 

1956 

1957 

1958 

1955 

1956 

1957 

1958 

Monthly  index 

in  percent  1 

January 

  105 

105 

108 

103 

101 

100 

102 

101 

February 

  111 

111 

113 

106 

102 

109 

110 

107 

March  

  113 

109 

109 

110 

106 

115 

114 

114 

April. 

  114 

115 

114 

111 

117 

120 

116 

118 

May 

  128 

113 

117 

116 

136 

122 

126 

126 

June 

  121 

113 

112 

111 

132 

124 

123 

127 

July  

  95 

90 

86 

84 

104 

100 

102 

102 

August 

  77 

71 

73 

70 

87 

80 

83 

80 

September 

  71 

72 

80 

81 

74 

72 

76 

72 

October  

  80 

91 

91 

95 

71 

78 

78 

74 

November 

  88 

100 

96 

104 

79 

83 

80 

83 

December.  . 

  98 

110 

101 

110 

91 

98 

91 

95 

1  Average  daily  deliveries  per  producer  each  month  divided  by  the  mean  of  the  12  monthly 
average  daily  deliveries  per  producer. 


Appendix  table  3. — Cooperative  X:  Volume  of  Grade  A  milk  sold  in  bulk 
fluid  outlets  and  used  in  plant's  manufacturing  operation,  1955—1958 


Bulk 

sales  to 

Grade  A 

Total  fluid 

Used  in 

Percentage  of 

Year  and  month 

intake 

sales 

manufactur- 

Grade A 

Local 

Chicago 

ing 

manufactured 

films 

handlers 

1955 

Thousand 

pounds 

Percent 

January 

4, 

140. 

8 

0 

0 

0 

4,  140. 

8 

100. 

0 

February 

—  3, 

920. 

9 

0 

0 

0 

3,  920. 

9 

100. 

0 

March 

-  4, 

442. 

8 

0 

0 

0 

4,  442. 

8 

100. 

0 

April 

4, 

282. 

8 

0 

0 

0 

4,  282. 

8 

100. 

0 

May 

4, 

802. 

3 

0 

0 

0 

4,  802. 

3 

100. 

0 

June 

-  4, 

276. 

8 

0 

0 

0 

4,  276. 

8 

100. 

0 

July  

3, 

498. 

8 

21. 

9 

64. 

7 

86. 

6 

3,  412. 

2 

97. 

5 

August 

2, 

896. 

5 

49. 

2 

0 

49. 

2 

2,  847. 

3 

98. 

3 

September 

2, 

540. 

1 

116. 

5 

156. 

9 

273. 

4 

2,  266. 

7 

89. 

2 

October 

--  3, 

085. 

3 

27. 

1 

0 

27. 

1 

3,  058. 

2 

99. 

1 

November 

3, 

302. 

6 

21. 

8 

0 

21. 

8 

3,  280. 

8 

99. 

3 

December 

-  3, 

832. 

2 

0 

0 

0 

3,  832. 

2 

100. 

0 

Total 

--  45, 

021. 

9 

236. 

5 

221. 

6 

458. 

1 

44,  563. 

8 

99. 

0 

1956 

January 

4, 

143. 

5 

0 

0 

0 

4,  143. 

5 

100. 

0 

February 

-  4, 

092. 

8 

0 

0 

0 

4,  092. 

8 

100. 

0 

March 

4, 

530. 

5 

0 

0 

0 

4,  530. 

5 

100. 

0 

April 

4, 

459. 

0 

0 

0 

0 

4,  459. 

0 

100. 

0 

May. 

3, 

922. 

0 

0 

0 

0 

3,  922. 

0 

100. 

0 

June 

3, 

733. 

5 

0 

0 

0 

3,  733. 

5 

100. 

0 

July  

3, 

019. 

9 

5. 

6 

0 

5. 

6 

3,  014. 

3 

99. 

8 

August 

2, 

373. 

5 

0 

0 

0 

2,  373. 

5 

100. 

0 

September 

-  2, 

431. 

6 

0 

1,  261. 

3 

1,  261. 

3 

1,  170. 

3 

48. 

2 

October 

--  3, 

233. 

4 

0 

1,  662. 

0 

1,  662. 

0 

1,  571. 

4 

48. 

6 

November 

3, 

477. 

5 

0 

1,  765. 

2 

1,  765. 

2 

1,  712. 

3 

49. 

2 

December 

4, 

059. 

1 

0 

387. 

5 

387. 

5 

3,  671. 

6 

90. 

4 

Total 

._  43, 

476. 

3 

5. 

6 

5,  076. 

0 

5,  081. 

6 

38,  394. 

7 

88. 

3 

(Continued) 
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Appendix  table  3. — Cooperative  X:  Volume  of  Grade  A  milk  sold  in  bulk 
fluid  outlets  and  used  in  plant's  manufacturing  operation,  1955-1958 — 
(Continued) 


Bulk  sales  to 

Grade  A 

Total  fluid 

Used  in 

Percentage  of 

Year  and  month 

intake 

sales 

manufactur- 

Grade A 

Local 

Chicago 

ing 

manufactured 

firms 

handlers 

1957  Thousand  pounds  Percent 

January   4,  527.  2  0  0  0  4,  527.  2  100.  0 

February   4,  185.  4  0  0  0  4,  185.  4  100.  0 

March   4,  673.  1  0  0  0  4,  673.  1  100.  0 

April   4,597.7  0  0  0  4,597.7  100.0 

Mav   4,  897.  5  0  0  0  4,  897.  5  100.  0 

June   4,  444.  4  0  0  0  4,  444.  4  100.  0 

July   3,  673.  9  21.  9  0  21.  9  3,  652.  0  99.  4 

August   3,  077.  6  15.  9  147.  2  163.  1  2,  914.  5  94.  7 

September   3,154.6  58.1  1,690.6  1,748.7  1,405.9  44.6 

October   3,  996.  3  35.  2  2, 057.  2  2,  092.  4  1,  903.  9  47.  6 

November   3,988.5  110.2  2,108.9  2,219.1  1,769.4  44.4 

December   4,  501.  3  20.  6  293.  6  314.  2  4,  187.  1  93.  0 

Total   49,  717.  5  261.  9  6,  297.  5  6,  559.  4  43,  158.  1  86.  8 

1958  —  =  =   —  — 

January   4,  718.  9  15.  7  0  15.  7  4,  703.  2  99.  7 

February   4,  303.  9  0  0  0  4,  303.  9  100.  0 

March   4,732.2  0  0  0  4,732.2  100.0 

April   4,  706.  1  0  0  0  4,  706.  1  100.  0 

May   5, 033.  8  0  0  0  5. 033.  8  100.  0 

June   4,  771.  6  0  0  0  4,  771.  6  100.  0 

July   3,  919.  7  0  0  0  3,  919.  7  100.  0 

August   3, 087.  5  14.  3  1,  278.  8  1,  293.  1  1,  794.  4  58.  1 

September   3,187.7  11.8  1,306.3  1,318.1  1,869.6  58.6 

October   3,  958.  6  19.  1  1,  599.  1  1,  618.  2  2,  340.  4  59.  1 

November   4,  183.  2  8.  3  331.  1  339.  4  3,  843.  8  91.  9 

December   4,  694.  2  0  0  0  4,  694.  2  100.  0 

Total   51,  297.  4  69.  2  4,  515.  3  4,  584.  5  46,  712.  9  91.  1 

Appendix  table  4. — Cooperative  X:  Comparison  of  prices,  f.o.b.  plant,  paid 

for  Grade  A  and  manufacturing  grade  milk,  7  955-1958  1 


Grade  A 

Year  and  month 

Manufacturing 

grade  milk 

Milk  2 

Differential 

,  _  _  _  Dollars  per  100  lbs.  of 

1955  3.5  percent  milk  Cents 

January   3.  01  3.  35  34 

February   3.  01  3.  31  30 

March   3.  01  3.  15  14 

April   2.  95  3.  17  22 

May   2.  95  3.  09  14 

June   2.  95  3.  16  21 

Julv   2.  95  3.  32  37 

August   2.  98  3.  65  67 

September   3.  02  3.  73  71 

October   3.  05  3.  76  71 

November   3.  05  3.  75  70 

December   3.  05  3.  57  52 

Average   3.  00  3.  42  42 

(Continued) 

1  These  prices  do  not  include  any  premiums,  hauling  subsidies,  or  patronage  refunds. 

2  Uniform  blend  or  weighted  average  prices  are  adjusted  for  plant  location  under  Federal 
Milk  Order  41.  During  the  base  paying  months —  Man  h.  April.  May,  and  June— Grade  A 
milk  prices  were  calculated  by  weighting  base  and  excess  milk  prices  with  the  plant's  base 
and  excess  milk  receipts  for  these  months. 
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Appendix  table  4. — Cooperative  X:  Comparison  of  prices,  f.o.b.  plant,  paid 
for  Grade  A  and  manufacturing  grade  milk,  1955-1958  1 — (Continued) 


Grade  A 

Year  and  month 

Manufacturing 

grade  milk 

Milk  2 

Differential 

Dollars  per  100  lbs.  of 

1956  3.5  percent  milk  Cents 

January   3.  05  3.  48  43 

February   3.  00,  3.  45  45 

March   3.  00  3.  29  29 

April   3.  02  3.  40  38 

May   3.  05  3.  50  45 

June   3.  05  3.  52  47 

July   3.  08  3.  60  52 

August   3.  10  3.  73  63 

September   3.  15  3.  70  55 

October   3.  15  3.  75  60 

November   3.  18  3.  74  56 

December    ^0  3.  55   45 

Average   3.  08  3.  56  48 

1957  =— —    =  = 

January   3.  08  3.  49  41 

February   3.  08  3.  46  38 

March   3.  08  3.  33  25 

April   3.  08  3.  31  23 

Mav   3.  08  3.  24  16 

June   3.  08  3.  26  18 

July   3.  09  3.  37  28 

August   3.  10  3.  55  45 

September   3.  12  3.  58  46 

October   3.  14  3.  57  43 

November   3.  14  3.  60  46 

December    3.  14  3.  42   28 

Average   3.  10  3.  43  33 

1958  =====    ==  : 

January   3.  14  3.  40  26 

February   3.  14  3.  38  24 

March   3.  06  3.  24  18 

April   2.  87  3.  18  31 

May   2.  85  3.  08  23 

June   2.  85  3.  03  18 

July   2.  90  3.  17  27 

August   2.  95  3.  37  42 

September   3.  00  3.  45  45 

October   3.  00  3.  39  39 

November   3.  00  3.  36  36 

December  3.  10  3.  26   1_6 

Average   2.99  3.28  29 

Appendix  table  5. — Cooperative  X:  Average  additional  payments  per 
hundredweight  made  to  producers  for  Grade  A  and  manufacturing  grade 
milk,  1955-1958 


Grade  A  milk 

Manufacturing  grade  milk 

Year  and  month 

Hauling 

Bulk  milk 

Patronage 

Total 

Hauling 

Patronage 

Total 

subsidies 

premiums 

refunds 

subsidies 

refunds 

1955 

Cents  per  hundredweight 

January 

1.  3 

9.  9 

11.  2 

4.  9 

9.0 

13.  9 

February __ 

1.  3 

9.  8 

11.  1 

4.  9 

9.  1 

14.  0 

March 

1.  3 

9.  3 

10.  6 

4.  9 

8.  9 

13.  8 

April 

1.  3 

9.  2 

10.  5 

4.  8 

8.  7 

13.  5 

May 

1.  3 

0.  3 

9.  1 

10.  7 

4.  8 

8.  8 

13.  6 

June 

1.  3 

.  4 

9.  3 

11.  0 

4.  8 

8.  8 

13.  6 

July  

1.  3 

.  9 

9.  8 

12.  0 

4.  9 

8.  8 

13.  7 

(Continued) 
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Appendix  table  5. — Cooperative  X:  Average  additional  payments  per 
hundredweight  made  to  producers  for  Grade  A  and  manufacturing  grade 
milk,  7955-7  958— (Continued) 


Grade  A  milk 

Manufacturing  grade  milk 

Year  and  month 

Hauling 
subsidies 

Bulk  milk  Patronage 
premiums  refunds 

Total 

Hauling 
subsidies 

Patronage 
refunds 

Total 

1955 — Continued 

Cents  per  hundredvceiaht 

August 

1.  2 

1.  4 

10.  8 

13.  4 

4.  9 

9. 

0 

13.  9 

September 

1.  2 

4.  9 

11.  4 

17.  5 

5.  0 

9. 

4 

14.  4 

October 

1.  2 

6.  3 

11.  7 

19.  2 

5.  0 

9. 

7 

14.  7 

November 

1.  0 

7.  1 

11.  6 

19.  7 

4.  9 

9. 

6 

14.  5 

December 

1.  0 

9.  5 

11.  1 

21.  6 

4.  8 

9. 

4 

14.  2 

Average 

1.  2 

2.  6 

10.  2 

14.  0 

4.  9 

9. 

1 

14.  0 

1956 

January 

0.  8 

10.  9 

1.  7 

13.  4 

4.  8 

1. 

5 

6.  3 

February      _  - 

.  8 

11.  6 

1.  7 

14.  1 

4.  8 

1. 

4 

6.  2 

March 

.  8 

13.  3 

1.  6 

15.  7 

4.  8 

1. 

4 

6.  2 

April 

.  6 

12.  8 

1.  7 

15.  1 

4.  8 

1. 

4 

6.  2 

Mav  _ 

.  6 

14.  8 

1.  8 

17.  2 

4.  8 

1. 

5 

6.  3 

June 

.  5 

15.  1 

1.  7 

17.  3 

5.  0 

1. 

4 

6.  4 

July  

.  5 

13.  2 

1.  8 

15.  5 

5.  0 

1. 

5 

6.  5 

August  .. 

.  5 

13.  6 

1.  9 

16.  0 

4.  9 

1. 

5 

6.  4 

September 

.  5 

14.  2 

1.  9 

16.  6 

4.  9 

1. 

6 

6.  5 

October 

.  5 

14.  4 

1.  9 

16.  8 

4.  9 

1. 

5 

6.  4 

November 

.  4 

14.  5 

1.  9 

16.  8 

5.  2 

1. 

6 

6.  8 

December 

2.  4 

14.  4 

1.  8 

18.  6 

4.  9 

1. 

5 

6.  4 

Average 

.  7 

13.  6 

1.  8 

16.  1 

4.  9 

1. 

5 

6.  4 

Grade  A  milk 

Manufacturing  grade  milk 

Year  and  month 

Special 

Hauling 

Bulk  milk 

Patronage 

pool 

Total 

Hauling 

Patronage 

Total 

subsidies 

premiums 

refunds 

premiums  1 

subsidies 

refunds 

1957 

Cents  per  hundredweight 

January 

2.  4 

13.  0 

7.  0 

22.  4 

4.  9 

6.  0 

10.  9 

Februarv 

2.  4 

13.  2 

6.  9 

22.  5 

5.  0 

5.  9 

10.  9 

March 

.  4 

15.  1 

6.  8 

2.  8 

25.  1 

4.  9 

5.  9 

10.  8 

ADril 

.  3 

15.  6 

6.  8 

7.  7 

30.  4 

4.  9 

6.  0 

10.  9 

May 

.  3 

15.  9 

6.  7 

7.  4 

30.  3 

5.  0 

6.  0 

11.  0 

June 

.  3 

16.  1 

6.  7 

7.  7 

30.  8 

5.  0 

5.  9 

10.  9 

July  

.  3 

16.  1 

6.  8 

23.  2 

5.  0 

6.  0 

11.  0 

August 

.  3 

15.  3 

7.  1 

22.  7 

5.  0 

6.  1 

11.  1 

September 

.  3 

15.  5 

7.  3 

23.  1 

5.  0 

6.  7 

11.  7 

October  

.  3 

15.  3 

7.  5 

7.  0 

30.  1 

5.  0 

6.  3 

11.  3 

November 

.  2 

15.  5 

7.  5 

4.  0 

27.  2 

4.  9 

6.  3 

11.  2 

December 

.  2 

15.  6 

7.  3 

13.  0 

36.  1 

4.  9 

6.  3 

11.  2 

Average, 
1958 

.  6 

15.  2 

7.  0 

4.  1 

26.  9 

5.  0 

6.  1 

11.  1 

Januarv  - 

.  2 

15.  9 

6.  0 

13.  0 

35.  1 

4.  9 

5.  1 

10.  0 

February 

.  2 

16.  6 

6.  0 

13.  0 

35.  8 

4.  9 

5.  1 

10.  0 

March  _  _  _ 

.  2 

16.  9 

5.  7 

9.  6 

32.  4 

4.  9 

5.  0 

9.  9 

April 

.  1 

17.  2 

5.  6 

10.  6 

33.  5 

4.  9 

4.  6 

9.  5 

(Continued) 


1  In  base  paying  months — March,  April,  May.  and  June — premium  was  paid  on  base  milk 
only. 
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Appendix  table  5. — Cooperative  X:  Average  additional  payments  per 
hundredweight  made  to  producers  for  Grade  A  and  manufacturing  grade 
milk,  1 955-1 958 — (Continued) 


Grade  A  milk 

Manufacturing  grade  milk 

Year  and  month 

Special 

Hauling 

Rnll-  mill- 
JDU1K  U111K 

Patronage 

pool 

Total 

TT  an  1  in  cr 

J.  all  Ullage 

Total 

subsidies 

premiums 

refunds 

premiums  1 

subsidies 

refunds 

1958— Con. 

Cents  per  hundredweight 

May  

.  1 

12.  9 

5.  3 

11.  0 

29.  3 

4.  9 

4.  6 

9.  5 

June 

.  1 

13.  0 

5.  2 

11.  1 

29.  4 

4.  9 

4.  6 

9.  5 

Julv  

.  1 

13.  4 

5.  6 

13.  0 

32.  1 

5.  0 

4.  7 

9.  7 

August 

(2) 

15.  0 

5.  8 

8.  0 

28.  8 

5.  0 

4.  8 

9.  8 

Peptember 

2.  0 

15.  0 

6.  0 

9.  0 

32.  0 

5.  0 

5.  0 

10.  0 

October 

2.  0 

15.  0 

6.  0 

6.  0 

29.  0 

5.  0 

5.  1 

10.  1 

November 

2.  0 

15.  0 

5.  9 

4.  0 

26.  9 

5.  0 

5.  1 

10.  1 

December 

2.  0 

15.  0 

5.  8 

12.  0 

34.  8 

4.  9 

5.  2 

10.  1 

Average  _ 

.  8 

15.  1 

5.  7 

10.  0 

31.  6 

4.  9 

4.  9 

9.  8 

2  Less  than  0.05  cent. 

Note  :  The  larger  patronage  refund  received  by  Grade  A  producers  reflects  the  higher  price 
paid  for  their  milk.  The  co-op  used  the  same  basis  for  distributing  refunds  to  both  Grade  A 
and  manufacturing  grade  producers — a  specified  amount  per  dollar  of  milk  shipped  to  the  plant. 

Appendix  table  6. — Cooperaf/ve  Y:  Average  number  of  Grade  A  and 
manufacturing  grade  producers  and  their  average  daily  delivery,  1955- 
1958  1 


Grade  A  producers 

Manufacturing  grade  producers 

Year  and  month 

Number 

Average 
daily  deliv- 
ery 

Total 
receipts 

Number 

Average 
daily  deliv- 
ery 

Total 
receipts 

Pounds  per 

Million 

Pounds  per 

Million 

producer 

pounds 

producer 

pounds 

87 

495 

1.  3 

565 

209 

3.  7 

87 

525 

1.  3 

561 

226 

3.  5 

91 

545 

1.  5 

574 

256 

4.  6 

91 

585 

1.  6 

579 

308 

5.  4 

90 

700 

2.  0 

586 

427 

7.  8 

90 

675 

1.  8 

590 

443 

7.  8 

90 

599 

1.  7 

602 

358 

6.  7 

93 

506 

1.  5 

591 

324 

5.  9 

96 

421 

1.  2 

593 

265 

4.  7 

95 

449 

1.  3 

590 

230 

4.  2 

96 

463 

1.  3 

584 

203 

3.  6 

98 

499 

1.  5 

583 

202 

3.  6 

92 

538 

1.  5 

583 

288 

5.  1 

98 

541 

1.  6 

592 

224 

4.  1 

99 

565 

1.  6 

604 

244 

4.  3 

101 

587 

1.  8 

606 

283 

5.  3 

101 

560 

1.  7 

611 

330 

6.  1 

97 

676 

2.0 

605 

391 

7.  3 

104 

676 

2.  1 

591 

435 

7.  7 

104 

581 

1.  9 

579 

371 

6.  7 

107 

488 

1.  6 

577 

308 

5.  5 

(Continued) 

1955 

January  

February  

March  

April  

May  

June  

July  

August  

September  

October  

November  

December  

Average  

1956 

January  

February  

March  

April  

May  

June  

July  

August  

See  footnote  at  end  of  table. 
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Appendix  table  6. — Cooperative  Y:  Average  number  of  Grade  A  and 
manufacturing  grade  producers  and  their  average  daily  delivery,  1955- 
7  958  ^(Continued) 


Grade  A  producers 

Manufacturing  grade  producers 

Y63X  cind  month 

Average 

Total 

Average 

Total 

Number 

daily  deliv- 

receipts 

Number 

daily  deliv- 

receipts 

ery 

ery 

1956 — Continued 

Pounds  pe 

r  Million 

Pounds  per 

Million 

producer 

pounds 

producer 

pounds 

September 

*1  1  A 

1 10 

A  AA 

490 

1.  o 

5oo 

279 

A  I 

4.  7 

October 

111 

5o8 

1  o 
J.  8 

50Z 

244 

4.  o 

November 

lid 

FT  A  T 

547 

1.  8 

CO  A 

534 

O  1  o 

Z\Z 

o  c 

3.  5 

December 

1  1  Q 

1  lo 

5o4 

O  1 

_.  1 

04  / 

O  1  A 

z  i  y 

Q  7 
O.  < 

Average 

104 

569 

1.  8 

583 

295 

5.  3 

1 957 

January 

115 

609 

2.  2 

534 

241 

4.  0 

February 

115 

630 

2.  0 

529 

269 

4.  0 

March 

115 

657 

2.  3 

525 

304 

5.  0 

April 

1  1  A 
114 

OoU 

O  Q 
Z.  o 

QZ-i 

o04 

c.  A 
0.  0 

Mav 

115 

791 

o  o 
Z.  o 

C  OA 

520 

447 

T  O 

7.  2 

June 

1  1  K 
110 

7AQ 
/Do 

O  A 
Z.  0 

£1  A 

01U 

404 

7  1 

/.  1 

July 

1  1  A 
110 

O  Q 
Z.  6 

c;i  q 
01  o 

4UZ 

A  £ 

August 

115 

C  AO 

592 

O  1 

Z.  1 

C  AO 

502 

3o3 

C  7 

5.  7 

September 

11/ 

0o4 

O  1 
Z.  1 

e.a  c. 
0U5 

Q  AQ 

1  A 

4.  0 

October 

1  OA 
1  Z\J 

rorv 

o»y 

o  o 
_.  _ 

i  TO 

47o 

OA  7 

207 

1  A 

4.  U 

November 

1  OA 

1  zo 

C.AA 
500 

O  A 

z.  u 

AHA 
404 

OI  Q 
Zl  O 

Q  A 
O.  U 

December 

1  OA 

1  zo 

coo 

o  o 
-.  - 

i  AO 

402 

007 
ZZl 

Q  O 
O.  Z 

Average 

116 

642 

2;  3 

506 

322 

5.  0 

1  a  c  o 

1958 

January 

120 

638 

2.  4 

455 

251 

3.  5 

February 

121 

675 

2.  3 

455 

276 

3.  5 

March 

122 

701 

2.  7 

449 

317 

4.  4 

April 

132 

707 

2.  8 

449 

362 

4.  9 

Mav 

1  o  o 

817 

3.  3 

A  AO 

448 

i  4  1 

441 

O.  1 

June 

132 

81 0 

3.  2 

442 

465 

6.  2 

July 

135 

658 

2.  8 

435 

383 

5.  2 

August 

138 

587 

2.  5 

429 

321 

4.  3 

September 

142 

574 

2.  4 

433 

277 

3.  6 

October 

142 

605 

2.  7 

419 

242 

3.  1 

November 

151 

597 

2.  7 

408 

225 

2.  8 

December 

152 

634 

3.  0 

394 

238 

2.  9 

Average 

135 

667 

2.  7 

435 

316 

4.  2 

*Each  farm  is  considered  one  producer.  Average  daily  delivery  per  producer  was  computed 
from  unrounded  data. 
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Appendix  table  7. — Cooperative  Y:  Seasonal  indexes  of  average  daily 
deliveries  per  Grade  A  and  manufacturing  grade  producer,  1955-1958 


Month 

Grade  A 

Manufacturing  grade 

1955 

1956 

1957 

1958 

1955 

1956 

1957 

1958 

Monthly  indei  in  percent 1 

January 

  92 

95 

95 

96 

73 

76 

75 

79 

February 

  98 

99 

98 

101 

78 

83 

83 

87 

March      _     _  _ 

  101 

103 

102 

105 

89 

96 

94 

100 

April  _ 

  109 

98 

106 

106 

107 

112 

110 

115 

May 

  130 

119 

123 

122 

148 

132 

139 

140 

June 

  126 

119 

120 

121 

154 

147 

144 

147 

July  

  111 

102 

100 

99 

124 

126 

125 

121 

August 

  94 

86 

92 

88 

112 

104 

113 

102 

September 

  78 

86 

91 

86 

92 

95 

94 

88 

October 

  83 

95 

92 

91 

80 

83 

83 

77 

November 

  86 

96 

88 

90 

71 

72 

68 

71 

December 

  93 

103 

93 

95 

70 

74 

71 

75 

1  Average  daily  deliveries  per  producer  each  month  divided  by  the  mean  of  the  12  monthly 
average  daily  deliveries  per  producer. 


Appendix  table  8. — Cooperative  Y:  Volume  of  Grade  A  milk  sold  in  bulk 
fluid  outlets  and  used  in  plant's  manufacturing  operation,  1955—1958 


Grade  A 

Bulk  sales  to 

Total  fluid 

Used  in 

Percentage 
of  Grade  A 

Year  and  month 

intake 

Local  dairy 

Chicago 
handlers 

sales 

manufactur- 
ing 

manufac- 
tured 

1955 

Thousand  pounds 

Pe  rcen 

January   

1,  334. 

7 

197. 

9 

918. 

7 

1,  116.  6 

218. 

1 

16. 

3 

February      _  . 

1,  279. 

5 

719. 

4 

214. 

4 

933.  8 

345. 

7 

27. 

0 

March  . 

1,  537. 

2 

238. 

9 

719. 

4 

958.  3 

578. 

9 

37. 

7 

April          _  _  . 

1,  600. 

6 

210. 

0 

571. 

2 

781.  2 

819. 

4 

51. 

2 

May 

1,  953. 

7 

194. 

0 

41. 

5 

235.  5 

1,  718. 

3 

88. 

0 

June 

1,821. 

5 

186. 

3 

0 

186.  3 

1,  635. 

2 

89. 

8 

July  

1,  670. 

4 

230. 

5 

655. 

8 

886.  3 

784. 

1 

46. 

9 

August 

1,  457. 

4 

229. 

8 

929. 

3 

1,  159.  1 

298. 

3 

20. 

5 

September  

1,  211. 

5 

271. 

5 

577. 

0 

848.  5 

363. 

0 

30. 

0 

October 

1,  323. 

1 

265. 

5 

735. 

1 

1,  000.  6 

322. 

5 

24. 

4 

November    _  . 

1,  333. 

7 

256. 

8 

672. 

1 

928.  9 

404. 

7 

30. 

3 

December 

1,  515. 

3 

255. 

7 

514. 

4 

770.  1 

745. 

2 

49. 

2 

Total___ 

18,  038. 

6 

3,  256. 

3 

6,  548. 

9 

9,  805.  2 

8,  233. 

4 

45. 

6 

1956 

January  _ 

1,  643. 

5 

261. 

0 

642. 

8 

903.  8 

739. 

7 

45. 

0 

Februarv 

1,  621. 

9 

246. 

9 

446. 

8 

693.  7 

928. 

2 

57. 

2 

March 

1,  838. 

1 

255. 

9 

417. 

5 

673.  4 

1,  164. 

6 

63. 

4 

April 

1,  697. 

7 

248. 

4 

32. 

2 

280.  6 

1,  417. 

2 

83. 

5 

May 

2,  031. 

4 

240. 

7 

0 

240.  7 

1,  790. 

7 

88. 

2 

June 

2,  109. 

1 

209. 

3 

0 

209.  3 

1,  899. 

8 

90. 

1 

July  

1,  873. 

3 

247. 

4 

127. 

3 

374.  7 

1,  498. 

7 

80. 

0 

August 

1,  618. 

1 

245. 

0 

926. 

7 

1,  171.  7 

446. 

4 

27. 

6 

September 

1,616. 

6 

249. 

3 

886. 

8 

1,  136.  1 

480. 

5 

29. 

7 

October 

1,  852. 

5 

274. 

8 

1,  030. 

3 

1,  305.  1 

547. 

4 

29. 

5 

November 

1,  854. 

3 

263. 

5 

954. 

2 

1,  217.  7 

636. 

6 

34. 

3 

December 

2,  047. 

8 

253. 

8 

434. 

2 

688.  0 

1,  360. 

1 

66. 

4 

Total.  _. 

21,  804. 

3 

2,  996. 

0 

5,  898. 

8 

8,  894.  8 

12,  909. 

9 

59. 

2 

(Continued) 
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Appendix  table  8. — Cooperative  Y:  Volume  of  Grade  A  milk  sold  in  bulk 
fluid  outlets  and  used  in  plant9 s  manufacturing  operation,  1955-1958 — 
(Continued) 


Grade  A 

Bulk  sales  to 

Total  fluid 

Used  in 

Percentage 
of  Grade  A 

Year  and  month 

intake 

Local  dairy 

Chicago 
handlers 

sales 

manufactur- 
ing 

manufac- 
tured 

1957 

Thousand  pounds 

Percen 

January 

2,  170. 

0 

275. 

9 

275.  9 

1,  894. 

1 

87.  3 

February 

2,  028. 

1 

241. 

0 

241.  0 

1,  787. 

1 

88.  1 

March/,.  _  _ 

2,  343. 

5 

261. 

6 

261.  6 

2,  081. 

9 

88.  8 

April 

2,  326. 

9 

247. 

5 

247.  5 

2,  079. 

4 

89.  4 
89.  9 

May    _  _ 

2,  820. 

6 

241. 

7 

41. 

9 

283.  6 

2,  537. 

0 

June 

2,  649. 

8 

206. 

2 

206.  2 

2,  443. 

7 

92.  2 

July  

2,  315. 

1 

220. 

5 

903. 

9 

1,  124.  4 

1,  190. 

7 

51.  4 

August 

2,  110. 

8 

223. 

2 

1,  071. 

4 

1,  294.  6 

816. 

2 

38.  7 

September 

2,  048. 

5 

302. 

6 

1,  115. 

9 

1,  418.  5 

630. 

0 

30.  8 

October 

2,  193. 

6 

357. 

6 

1,  159. 

4 

1,  517.  0 

676. 

6 

30.  8 

November 

2,  038. 

299. 

3 

1,  073. 

8 

1,  373.  1 

665. 

1 

32.  6 

December 

2,  226. 

3 

325. 

8 

897. 

1 

1,  222.  9 

1,  003. 

3 

45.  1 

Total  __ 

.    27,  271. 

3 

3,  202. 

9 

6,  263. 

4 

9,  466.  3 

17,  805. 

1 

65.  3 

1958 

January   2,  375.  1 

February   2,  285.  6 

March   2,652.7 

April   2,  820.  9 

Mav   3,  342.  9 

June   3,  208.  1 

July   2,  753.  1 

August   2,511.8 

September   2,  445.  8 

October   2,  662.  3 

November   2,  705.  9 

December   2,  988.  1 


352.  4  941.  8  1,  294.  2 

318.8  849.9  1,168.7 

335.  6  835.  8  1,  171.  4 

348.  6    348.  6 

271.  8    271.  8 

260.  7    260.  7 

339.  2    339.  2 

326.7  1,062.1  1,388.8 

348.7  1,106.3  1,455.0 

352.1  1,217.7  1,569.8 

344.  4    344.  4 

362.  3    362.  3 


1,  081.  0 
1,  116.  9 

1,  481.  4 

2,  472.  4 

3,  071.  2 
2,  947.  4 
2,  413.  9 
1,  123.  2 

991.  0 

1,  092.  6 

2,  361.  5 
2,  625.  8 


Total. 


32,752.3      3,961.3      6,013.6      9,974.9  22,778.3 


45.  5 
48.  9 
55.  8 
87.  6 
91.  9 
91.  9 
87.  7 
44.  7 

40.  5 

41.  0 
87.  3 
87.  9 

69.  5 


Appendix  table  9. — Cooperative  Y:  Comparison  of  prices,  f.o.b.  plant,  paid 
for  Grade  A  and  manufacturing  grade  milk,  1955-1958  1 


Grade  A 

Year  and  month 

Manufacturing 

grade  milk 

Milk  2 

Differential 

Dollars  per  100  lbs.  of  3.5  percent 


1955 

milk 

Cents 

January 

  2.  95 

3.  29 

34 

February 

  2.  95 

3.  25 

30 

March  _                                 _  . 

  2.  95 

3.  11 

16 

April 

  2.  95 

3.  12 

17 

May 

  2.  95 

3.  04 

09 

June 

  2.  95 

3.  11 

16 

July  

  2.  96 

3.  26 

30 

August       _  __   

  2.  95 

3.  59 

64 

September 

  3.  00 

3.  67 

67 

October 

  2.  97 

3.  70 

73 

  3.  03 

3.  69 

66 

December. 

  3.  02 

3.  51 

49 

Average  _   

  2.  97 

3.  36 

39 

See  end  of  table  for  footnotes. 

(Continued) 
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Appendix  table  9. — Cooperative  Y:  Comparison  of  prices,  f.o.b.  plant,  paid 
for  Grade  A  and  manufacturing  grade  milk  ,1955-1958  1 — (Continued) 


Grade  A 

Year  and  month 

Manufacturing 

grade  milk 

Milk  2 

Differential 

Dollars  per  100  lbs.  of  3,5  percent 


January 
February 
March 
April 

lyoo 

milk 

2.  97           3.  42 

2.  97          3.  39 

3.  00          3.  24 
3.  00           3.  35 

Cents 
45 
42 
24 
35 

May 

3.  00 

3.  43 

43 

June 

3.  00 

3.  44 

44 

Julv  

3.  05 

3.  54 

49 

August 

3.  05 

3.  67 

62 

September 

3.  10 

3.  64 

54 

October 

3.  10 

3.  69 

59 

November 

3.  15 

3.  68 

53 

December 

3.  15 

3.  49 

34 

Average 

3.  04 

3.  50 

45 

lyo7 

Januarv 

^  1  5 

O.  T:0 

28 

Februarv 

  o.  1U 

o.  4U 

30 

March 

o.  UO 

Q  9Q 

o.  zy 

24 

April 

o.  UO 

97 
O.  L  l 

22 

Mav 

o.  UO 

o.  1  / 

1  o 
1  Z 

June 

o  no 
o.  Uo 

Q    1  Q 

1  A 
1  0 

T.   1  „ 

Julv 

o  no 
o.  Uo 

o.  ol 

no 

August 

^  4Q 

O.   t:  C7 

a  ft 
40 

September 

o.  Uo 

Q  CO 
O.  0Z 

A  A 

October 

q  in 
o.  1U 

o.  01 

41 

November 

o.  i  u 

O.  O-i 

A  A 

44 

December 

3.  10 

3.  36 

Oft 
ZD 

Average 

O.  U  1 

3  "37 
o.  O  < 

oU 

January 

3.  12 

3.  34 

22 

February 

3.  12 

3.  32 

20 

March 

3.  01 

3.  21 

on 

ZU 

April 

2.  89 

3.  12 

23 

May 

2.  85 

3.  00 

15 

June 

2.  85 

2.  95 

10 

July  

2.  85 

3.  11 

26 

August 

2.  87 

3.  31 

44 

September 

2.  93 

3.  39 

46 

October 

2.  91 

3.  33 

42 

November 

2.  90 

3.  30 

40 

December 

2.  94 

3.  20 

26 

Average 

2.  94 

3.  22 

28 

1  These  prices  do  not  include  any  premiums,  hauling  subsidies,  or  patronage  refunds. 

2  Uniform  blend  or  weighted  average  prices  are  adjusted  for  plant  location  under  Federal  Milk 
Order  41.  During  the  base  paying  months — March,  April,  May,  and  June — Grade  A  milk 
prices  were  calculated  by  weighting  base  and  excess  milk  prices  with  the  plant's  base  and 
excess  milk  receipts  for  these  months. 
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Appendix  table  10. — Cooperative  Y:  Average  additional  payments  per 
hundredweight  paid  to  producers  for  Grade  A  and  manufacturing  grade 
milk,  1955-1958 


Grade  A  milk 

Manufacturing  grade  milk 

Year  and  month 

Hauling 

Bulk  milk 

Patronage 

Hauling 

Patronage 

nrp  m  in  m  <s 

refunds 

Total 

subsidies 

refunds 

1  otal 

1955 

Cente  per  hundredweight 

January 

2.  1 

12.  2 

14.  3 

2.  2 

11.  3 

13.  5 

February- 

2.  1 

12.  0 

14.  1 

2.  2 

11.  1 

13.  3 

March 

9  1 

11.  4 

13.  5 

2.  1 

in  q 
1U.  o 

in  r\ 

April 

2.  2 

11.  3 

13.  5 

2.  1 

10.  7 

12.  8 

May 

9  9 

11.  2 

13.  4 

2.  1 

19  fl 

14.  1 

June 

2.  1 

11.  4 

13.  5 

2.  1 

10.  8 

12.  9 

July  

2.  1 

12.  0 

14.  1 

2.  2 

11.  2 

13.  4 

August 

2.  1 

13.  2 

15.  3 

2.  2 

11.  0 

13.  2 

September 

2.  1 

14.  0 

16.  1 

2.  1 

11.  6 

13.  7 

October 

4.  2 

10.  0 

14.  2 

4.  3 

8.  4 

12.  7 

November 

4.  2 

9.  9 

14.  1 

4.  3 

8.  5 

12.  8 

December 

4.  2 

9.  4 

13.  6 

4.  4 

8.  4 

12.  8 

Average 

2.  6 

11.  o 

1 4  1 

ix  i 

9  7 

10.  5 

13.  2 

1956 

= 

January 

4.  2 

9.  0 

13.  2 

4.  3 

8.  1 

12.  4 

February 

4.  3 

8.  8 

13.  1 

4.  4 

7.  8 

12.  2 

March 

A  O 
O 

8.  5 

12.  8 

4.  2 

7  7 

11  Q 

i  i.  y 

April 

2.  2 

8.  7 

10.  9 

2.  1 

7.  6 

9.  7 

May 

9  n 
z.  u 

1  o 
i.  y 

9.  0 

12.  9 

2.  1 

7  7 

y.  o 

June 

1.  9 

3.  4 

8.  9 

14.  2 

2.  1 

7.  6 

9.  7 

July  

1.  8 

3.  7 

9.  2 

14.  7 

2.  1 

7.  8 

9.  9 

August 

1.  8 

3.  8 

9.  5 

15.  1 

2.  2 

8.  1 

10.  3 

September 

1.  7 

4.  1 

9.  4 

15.  2 

2.  1 

8.  3 

10.  4 

October 

1.  7 

4.  8 

6.  6 

13.  1 

2.  1 

6.  0 

8.  1 

November 

1.  6 

5.  1 

6.  7 

13.  4 

2.  2 

6.  1 

8.  3 

December 

1.  9 

5.  1 

6.  4 

13.  4 

2.  2 

6.  1 

8.  3 

Average 

2.  4 

2.  7 

8.  4 

13.  5 

2.  7 

7.  4 

10.  1 

(Continued) 
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Appendix  table  10. — Cooperative  Y:  Average  additional  payments  per 
hundredweight  paid  to  producers  for  Grade  A  and  manufacturing  grade 
milk,  1955-1958— (Continued) 


Grade  A  milk 

Manufacturing  grade  milk 

Year  and  month 

Hauling 
subsidies 

Bulk  milk 
premiums 

Patronage 
refunds 

Special 
pool  pre- 
miums 1 

Total 

Hauling 
subsidies 

Patronage 
refunds 

Total 

1957 

Cents  per  hundredweight 

Tq  Tl  11  Q  "PIT" 

o  dii  udi  y  

2.  2 

4. 

6 

6.  2 

0 

13. 

0 

2.  2 

6.  0 

8.  2 

-F  t;UI  Lidl  y  

2  2 

4. 

8 

6.  1 

0 

13. 

1 

2  2 

5'  7 

7  9 

March 

2.  2 

5. 

1 

5.  9 

3.  4 

16. 

6 

2.  1 

5.  6 

7.  7 

April 

2.  2 

5. 

2 

5.  8 

8.  1 

21. 

3 

2.  2 

5.  5 

7.  7 

May  

2.  2 

5. 

4 

5.  7 

7.  2 

20. 

5 

2.  1 

5.  5 

7.  6 

June 

2.  3 

5. 

8 

5.  7 

7.  3 

21. 

1 

2.  1 

5.  4 

7.  5 

Tnlv 

o  uiy  

2.  3 

6^ 

1 

5.  9 

0 

14. 

3 

2.  1 

5.  5 

7.  6 

All  rr  1 1  ct 

/lug  Uftl  

2.  2 

6. 

3 

6.  3 

0 

14. 

8 

2.  2 

5'  6 

7"!  8 

k3  C  JJ  LClll  UCl  

2.  3 

7' 

6.  4 

0 

15. 

8 

2.  2 

5.  9 

8.  1 

7. 

3 

4.  2 

7.  0 

20. 

8 

2.  2 

3.  9 

6.  1 

/*^"\TOTTl  Kpr 
IN  UV  t;IIl  Uv~i 

2.  3 

7' 

6 

4.  2 

4.  0 

18. 

1 

2.  2 

4.  0 

6.  2 

I            YY\  nor 

7" 

7 

4.  1 

13.  0 

27. 

1 

2.  3 

3.  9 

6.  2 

XX  vcl  <X£^ C  _ 

2.  2 

6. 

I 

o.  5 

4.  1 

18. 

r\ 
U 

2.  2 

5.  2 

7.  4 

1958 

Tq  Tin 

2.  4 

7. 

8 

4.  0 

13.  0 

27. 

2 

2.  3 

3.  7 

6.  0 

j?  t;ui  udi  j'  

2  3 

7. 

8 

3.  9 

13.  0 

27. 

0 

2.  3 

3.  7 

6  0 

March  _ 

%  3 

8. 

3 

3.  8 

10.  2 

24. 

6 

2]  2 

3*  5 

5.  7 

April 

2.  4 

9. 

4 

3.  7 

10.  7 

26. 

2 

2.  4 

3.  3 

5.  7 

Mav_-_ 

2.  4 

7. 

5 

3.  5 

10.  3 

23. 

7 

2.  4 

3.  3 

5.  7 

June 

2.  4 

7. 

6 

3.  5 

10.  4 

23. 

8 

2.  4 

3.  3 

5.  7 

July  _  - 

2.  4 

7. 

8 

3.  7 

13.  0 

26. 

9 

2.  4 

3.  4 

5.  8 

August 

2.  4 

8. 

2 

3.  9 

8.  0 

22. 

5 

2.  4 

3.  4 

5.  8 

September 

2.  4 

8. 

6 

4.  0 

9.  0 

24. 

0 

2.  4 

3.  6 

6.  0 

October 

2.  4 

8. 

9 

4.  0 

6.  0 

21. 

3 

2.  4 

3.  6 

6.  0 

November 

2.  5 

9. 

4 

3.  9 

4.  0 

19. 

8 

2.  4 

3.  6 

6.  0 

December 

2.  4 

9. 

8 

3.  9 

11.  9 

28. 

0 

2.  5 

3.  6 

6.  1 

Average. 

2.  4 

8.  4 

3.  8 

10.  0 

24.  6 

2.  4 

3.  5 

5.  9 

1  In  base  paying  months — March,  April,  May,  and  June — premium  was  paid  on  base  milk  only. 

Note  :  The  larger  patronage  refund  received  by  Grade  A  producers  reflects  the  higher  price 
paid  for  their  milk.  The  co-op  used  the  same  basis  for  distributing  refunds  to  both  Grade  A 
and  manufacturing  grade  producers — a  specified  amount  per  dollar  of  milk  shipped  to  the  plant. 
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Appendix  table  7  7. — Cooperative  Z:  Average  number  of  Grade  A  and 

manufacturing  grade  producers  and  their  average  daily  delivery,  1955- 
19581 


Grade  A  producers 

Manufacturing  grade  producers 

Year  and  month 

Number 

Average 

daily 
delivery 

Total 
receipts 

Number 

Average 

daily 
delivery 

Total 
receipts 

1955 

January   96 

February   97 

March   96 

April   96 

May   96 

June   97 

Julv   98 

August   100 

September   102 

October   104 

November   105 

December   106 

Average   99 

1956  - 

January   106 

February   104 

March..   104 

April   105 

May   105 

June   106 

July   106 

August   106 

September   107 

October   108 

November   108 

December   111 

Average   106 

1957  =—  = 

January   112 

February   111 

March   111 

April   111 

May   114 

June   114 

July   113 

August   114 

September   116 

October   116 

November   118 

December   118 

Average   114 

1958  =  = 

January   129 

February   128 

March   132 

April   133 

May   133 

June   137 

July   140 

August   143 

September   145 

October   154 

November   155 

December   158 

Average   141 

1  Each  farm  is  considered  one  producer 

46 


Pounds 

per 
producer 

739 
773 
706 
764 
806 
687 
527 
387 
359 
465 
571 
730 


625 


791 
829 
837 
794 
768 
723 
548 
396 
436 
597 
710 
814 


686 


893 
901 
901 
871 
849 
789 
628 
453 
460 
612 
706 
820 


740 


850 
921 
880 
852 
849 
803 
599 
451 
483 
628 
774 
878 


747 


Pounds 


Million 

per 

Million 

pounds 

producer 

pounds 

2.  2 

173 

410 

2.  2 

2.  1 

173 

434 

2.  1 

2.  1 

173 

466 

2.  5 

2.  2 

173 

424 

2.  2 

2.  4 

173 

466 

2.  5 

2.  0 

172 

426 

2.  2 

1.  6 

172 

319 

1.  7 

1.  2 

170 

266 

1.  4 

1.  1 

168 

159 

.  8 

1.  5 

167 

212 

1.  1 

1.  8 

166 

281 

1.  4 

2.  4 

165 

352 

L  8 

1.  9 

170 

351 

1.  8 

2.  6 

165 

411 

2.  1 

2.  5 

167 

434 

2.  1 

2.  7 

167 

425 

2.  2 

2.  5 

166 

442 

2.  2 

2.  5 

170 

398 

2.  1 

2.  3 

169 

414 

2.  1 

1.  8 

168 

269 

1.  4 

1.  3 

166 

194 

1.  0 

1.  4 

165 

162 

.  8 

2.  0 

164 

216 

1.  1 

2.  3 

164 

285 

1.  4 

2.  8 

161 

341 

1.  7 

2.  2 

166 

333 

1.  7 

3  1 

161 

381 

1.  9 

2.  8 

16'0 

402 

1.  8 

3.  1 

160 

423 

2.  1 

2.  9 

160 

417 

2.  0 

3.  0 

157 

452 

2.  2 

2.  7 

157 

425 

2.  0 

2.  2 

158 

286 

1.  4 

1.  6 

158 

204 

1.  0 

1.  6 

155 

172 

.  8 

2.  2 

155 

229 

1.  1 

2.  5 

154 

281 

1.  3 

3.  0 

153 

337 

1.  6 

2.  6 

157 

334 

1.  6 

3.  4 

160 

423 

2.  1 

3.  3 

161 

466 

2.  1 

3.  6 

160 

504 

2.  5 

3.  4 

158 

506 

2.  4 

3.  5 

156 

517 

2.  5 

3.  3 

153 

501 

2.  3 

2.  6 

153 

358 

1.  7 

2.  0 

151 

256 

I.  2 

2.  1 

150 

222 

1.  0 

3.  0 

150 

280 

1.  3 

3.  6 

150 

333 

1.  5 

4.  3 

149 

411 

1.  9 

3.  2 

154 

398 

1.  9 

Appendix  table  12. — Cooperative  Z:  Seasonal  indexes  of  average  daily 
deliveries  per  Grade  A  and  manufacturing  grade  producer,  7  955-7958 


Month 

Grade  A 

Manufacturing  grade 

1955 

1956 

1957 

1958 

1955 

1 

1956 

1957 

1958 

Monthly  indei  in  percent  1 

January 

118 

115 

121 

114 

117 

123 

114 

106 

February 

124 

121 

122 

123 

124 

130 

120 

117 

March 

113 

122 

122 

118 

133 

128 

127 

127 

April 

122 

116 

118 

114 

121 

133 

125 

127 

May 

129 

112 

115 

114 

133 

120 

135 

130 

June 

110 

105 

107 

108 

121 

124 

127 

126 

July 

84 

80 

85 

80 

91 

81 

86 

90 

August 

62 

58 

61 

60 

76 

58 

61 

64 

September 

57 

64 

62 

65 

45 

49 

52 

56 

October 

74 

87 

83 

84 

60 

65 

69 

70 

Xoyember 

91 

103 

95 

104 

80 

86 

84 

84 

December 

117 

119 

111 

118 

100 

102 

101 

103 

1  Average  daily  deliveries  per  producer  each  month  divided  by  the  mean  of  the  12  monthly 
average  daily  deliveries  per  producer. 


Appendix  table  73. — Cooperative  Z:  Volume  of  Grade  A  milk  sold  in  bulk 
fluid  outlets  and  used  in  plant's  manufacturing  operation,  1955—1958 


Bulk  sales  to 

1 

Percentage 

Grade  A 

Total  fluid 

Used  in 

of  Grade  A 

Year  and  month 

intake 

sales 

manufac- 

manufac- 

Local firms 

Chicago 

taring 

tured 

handlers 

1955 

Thousand  pounds 

Percent 

January 

2,  197.  8 

0 

1.  553.  8 

1, 

553. 

8 

644.  0 

29.  3 

February 

2.  134.  4 

0 

1,  553.  8 

1, 

553. 

S 

580.  6 

27.  2 

March  

2,  125.  8 

0 

1.  731.  2 

1 

731. 

2 

394.  6 

18.  6 

April  

2,  204.  2 

0 

1.  472.  1 

1 

472. 

1 

732.  1 

33.  2 

May  

2,  369.  6 

0 

1,  553.  5 

1, 

553. 

5 

816.  1 

34.  4 

June  

1.  953.  7 

0 

1.  613.  4 

1 

613. 

4 

340.  3 

17.  4 

July  

1.  557.  8 

0 

1.  401.  3 

1, 

401. 

3 

156.  5 

10.  0 

August 

1  1,  250.  1 

0 

1.  198.  3 

1 

198. 

3 

51.  8 

4.  1 

September 

2  1.  092.  3 

0 

1,  050.  0 

1 

050. 

0 

42.  3 

3.  9 

October 

*  1,  486.  6 

0 

1,  455.  5 

1 

455. 

5 

31.  1 

2.  1 

November  

1.  855.  6 

0 

1,  808.  8 

1 

808. 

8 

46.  8 

2.  5 

December  

2,  343.  7 

0 

2,  012.  0 

2 

012. 

0 

331.  7 

14.  2 

Total___ 

22,  571.  6 

0 

18,  403.  7 

18 

403.  7 

4,  167.  9 

18.  5 

See  footnotes  at  end  of  table.  (Continued) 
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Appendix  table  13. — Cooperative  Z:  Volume  of  Grade  A  milk  sold  in  bulk 
fluid  outlets  and  used  in  plant's  manufacturing  operation,  1 955— 1 958 — 
(Continued) 


Bulk  sales  to 

Percentage 

Grade  A 

Total  fluid 

Used  in 

of  Grade  A 

Year  and  month 

intake 

sales 

manufac- 

manufac- 

Local firms 

Chicago 

turing 

tured 

handlers 

1956 

Thousand  pounds 

Perce 

ni 

January 

a,  oyo. 

0 

A 

t. 

A 
t 

9  433 
z,  loo. 

9 

9  437  A 
Z,  to  / .  O 

257.  9 

9. 

6 

February 

2,  491. 

9 

6. 

5 

2  022. 

a 
u 

2  029.  1 

462.  8 

18. 

March 

2,  712. 

8 

a 
o. 

O 

2 

I  920.  5 

792.  3 

29. 

2 

April 

2,  565. 

6 

0 

1  fi84 

u 

1   fi84  0 

i. ,  Uorr.  U 

881.  6 

34. 

4 

May 

2,  531. 

2 

0 

1  585 

A 
U 

1     585  fi 
i,  ooo.  u 

CIA  C  A 

y4o.  o 

37 

4 

June 

9  9QO 

o 

0 

1  507 

c 

o 

1    507  5 
1 ,  OU  # .  o 

773.  4 

33. 

9 

Tiller 

July 

1  7QQ 
l ,  I  yy. 

9 

25. 

7 

1  457 

7 
( 

1    483  4 

QIC  O 

olo.  8 

17. 

6 

August 

1  304 
J.)  out. 

O 

o 

24. 

1 

1    1 0Q 

q 

1     134.  0 

170.  8 

13. 

1 

September  

*  1    81  5 

1,  olO. 

Q 

o 

224. 

0 

1  282. 

4 

l'  506.  4 

309.  4 

17. 

0 

October 

5  9  A4.Q 

Q 
O 

302. 

9 

1  643. 

g 

1  946.  7 

696.  6 

26. 

4 

November 

0  3  009 
o,  UUi. 

o 

370. 

7 

1  729. 

c, 

2  100.  2 

902.  4 

30. 

1 

December 

9  781 
Z,  (81. 

y 

2. 

0 

1  fi3Q 

5 

l'  641.  6 

1,  140.  3 

40. 

9 

Total,  __ 

98  fi9f» 

K 

o 

966. 

6 

20,  010. 

0 

20,  976.  6 

7,  648.  9 

- 

26. 

7 

1957 

January 

3  O^fi 

O,  UdU. 

Q 

u 

1  720. 

0 

1  720.  0 

1,  336.  9 

43. 

7 

February 

2,  835. 

5 

0 

1,  499. 

6 

I  499.  6 

1,  335.  9 

47. 

1 

March 

3,  099. 

3 

u 

'  473. 

'  473.  1 

2,  626.  2 

84. 

7 

April 

2,  911. 

1 

0 

113. 

o 

113.  0 

2,  798.  1 

96. 

1 

May 

2,  974. 

0 

0 

o 

0.  0 

9    QTA  f\ 

100. 

0 

June 

9  738 
z,  /  oo. 

t 

29. 

9 

o 

29.  9 

2,  708.  5 

98. 

9 

Till it 

July 

2  1  5fi 

2 

0 

1  080. 

6 

1  080.  6 

1 ,  u  /  o.  o 

49. 

8 

August  ' 

1 

1 ,  OOy. 

o 
& 

3. 

1 

1  368. 

g 

l'  372.  0 

187.  2 

12. 

0 

September  

1  579 

A 
u 

26. 

3 

1  3i  g. 

1 

l'  344.  4 

228.  2 

14. 

5 

October 

9  1  48 

Q 
O 

22. 

7 

1  358. 

o 

1  380.  7 

768.  1 

35. 

7 

November 

2  522. 

u 

17. 

4 

1  322. 

o 

I  339.  4 

1,  182.  6 

46. 

9 

December 

3  037 

O,  UO  < . 

0 

7. 

7 

l'  356. 

q 

l'  364.  6 

1,  672.  7 

55. 

1 

Total___ 

30  fil  1 

Q 
O 

107. 

1 

11,  610. 

2 

11,  717.  3 

18,  894.  0 



61. 

7 

1958 

January 

3  431 
o,  tol. 

4 

■+ 

u 

652. 

3 

652.  3 

2,  779.  1 

81. 

0 

February 

3,  256. 

2 

0 

0 

0 

3,  256.  2 

100. 

0 

March 

3,  617. 

6 

0 

0 

0 

3,  617.  6 

100. 

o 

April 

3,  433. 

6 

0 

0 

0 

3,  433.  6 

100. 

0 

May 

3,  527. 

4 

0 

0 

0 

O     COT  A 

6,  5z7.  4 

i  no 
l  uu. 

A 

u 

June 

3,  313. 

2 

8. 

8 

0 

8.  8 

3,  304.  4 

99. 

7 

July  

2,  578. 

8 

16. 

2 

89. 

4 

105.  6 

2,  473.  2 

95. 

9 

August 

1,  971. 

9 

23. 

9 

1,  358. 

6 

1,  382.  5 

589.  4 

29. 

9 

September- 

2,  098. 

4 

121. 

4 

1,  311. 

0 

1,  432.  4 

666.  0 

31. 

7 

October  _ 

2,  947. 

4 

27. 

3 

1,  351. 

6 

1,  378.  9 

1,  568.  5 

53. 

2 

November 

3,  559. 

7 

20. 

1 

1,  319. 

6 

1,  339.  7 

2,  220.  0 

62. 

4 

December 

4,  269. 

1 

21. 

3 

21. 

4 

42.  7 

4,  226.  4 

99. 

0 

TotaL  __ 

38,  004. 

7 

239. 

0 

6,  103. 

9 

6,  342.  9 

31,  661.  8 

83. 

3 

1  Includes  39,142  pounds  purchased  from  other  plants. 

2  Includes  28,645  pounds  purchased  from  other  plants. 

3  Includes  24,549  pounds  purchased  from  other  plants. 

4  Includes  214,525  pounds  purchased  from  other  plants. 

5  Includes  302,936  pounds  purchased  from  other  plants. 

6  Includes  369,896  pounds  purchased  from  other  plants. 
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Appendix  table  14. — Cooperative  2:  Comparison  of  prices,  f.o.b.  plant,  paid 
for  Grade  A  and  manufacturing  grade  milk,  1955—1958  1 


Year  and  month 

Manufacturing 
grade  milk 

G 

Milk  2 

'ade  A 

Differential 

Dollars  per  100  lbs. 

of  8.5  percent 

1955 

milk 

Cents 

January 

3. 

35 

33 

February 

3  no 

O.  VJKJ 

3. 

31 

31 

March  _ I  _ 

2.  95 

3. 

14 

19 

April 

9 

Q 

6. 

lo 

18 

May. 

9  QO 

Q 

o. 

(\1 

U/ 

17 

June 

2.  90 

Q 
O. 

1  K. 
L  0 

25 

July  

2.  95 

Q 

6. 

37 

August 

3.  00 

Q 

o. 

05 

65 

September 

3.  05 

Q 

o. 

7Q 
/  O 

68 

October 

1  1  0 

Q 

o. 

/o 

66 

November 

3  1  0 

Q 

3. 

75 

65 

December 

3.  05 

Q 
O. 

57 

52 

Average 

^  00 

3. 

41 

41 

1956 

Januarv 

o.  uo 

3. 

48 

43 

Februarv 

^  00 

3. 

45 

45 

March 

*3  00 

3. 

27 

27 

April 

o.  nn 
o.  uu 

3. 

38 

38 

May 

o.  uo 

3. 

A  O 

43 

June 

3.  05 

6. 

51 

46 

Julv 

3.  10 

3. 

60 

50 

August 

3.  15 

Q 

6. 

TQ 
/  O 

58 

September 

3.  15 

Q 

o. 

7U 

55 

October 

0.  90 

3. 

75 

55 

November 

^  20 

o 
3. 

74 

54 

December 

3.  20 

Q 
O. 

00 

35 

Average 

3  iQ 

Q 

3. 

55 

45 

1957 

January 

^  1 7 

3. 

49 

32 

February 

3.  10 

Q 
O. 

Aft 

36 

March 

3.  10 

3. 

32 

22 

April 

^  08 

3. 

29 

21 

May__ 

^  OS 

3. 

22 

14 

June 

3.  08 

3. 

25 

17 

Julv  

3.  12 

3. 

37 

25 

August 

3.  12 

3. 

55 

43 

September 

3.  15 

3. 

58 

43 

October 

3.  20 

3. 

57 

37 

November 

3.  15 

3. 

60 

45 

December 

3.  15 

3. 

42 

27 

3.  13 

3. 

43 

30 

(Continued) 

1  These  prices  do  not  include  any  premiums,  hauling  subsidies,  or  patronage  refunds. 

2  Uniform  blend  or  weighted  average  prices  are  adjusted  for  plant  location  under  Federal 
Milk  Order  41.  During  the  base  paying  months,  March.  April,  May,  and  June — Grade  A  milk 
prices  were  calculated  by  weighting  base  and  excess  milk  prices  with  the  plant's  base  and 
excess  milk  receipts  for  these  months. 
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Appendix  table  14. — Cooperative  2:  Comparison  of  prices,  f.o.b.  plant,  paid 
for  Grade  A  and  manufacturing  grade  milk,  1955—1958  1 — (Continued) 


Year  and  month 


Manufacturing 
grade  milk 


Grade  A 


Milk  2 


Differential 


Dollars  per  100  lbs. 

of  3.5  percent 

milk 

Cents 

3.  13 

3.  40 

27 

3.  13 

3.  38 

25 

o.  U< 

O.  ZZ 

1  0 

2.  90 

3.  15 

25 

2.  92 

3.  04 

12 

2.  92 

3.  00 

8 

2.  95 

3.  17 

22 

3.  00 

3.  37 

37 

3.  07 

3.  45 

38 

3.  10 

3.  39 

29 

3.  10 

3.  36 

26 

3.  07 

3.  26 

19 

3.  03 

3.  27 

24 

1958 

January  

February  

March  

April  

May  

June  

July  

August  

September  

October  

November  

December  

Average  


Appendix  table  15. — Cooperative  Z:  Average  additional  payments  per 
hundredweight  paid  to  producers  for  Grade  A  and  manufacturing  grade 
milk,  1955-1958 


Year  and  month 

Grade  A  milk 

Manufacturing 
grade  milk 

Bulk  milk 
premiums 

Patronage 
refunds 

Total 

Patronage 
refunds 

1955  Cents  per  hundrediveight 

January     3.  5  3.  5  3.  7 

February     3.  6  3.  6  3.  7 

March     3.  5  3.  5  3.  7 

April     3.  5  3.  5  3.  7 

May     3.  5  3.  5  3.  8 

June     3.  5  3.  5  3.  7 

July   1.  6  3.  5  5.  1  3.  8 

August   2.  9  3.  6  6.  5  3.  9 

September   3.  9  3.  7  7.  6  4.  0 

October   4.  6  3.  8  8.  4  3.  9 

November   4.  5  3.  7  8.  2  3.  9 

December   5.  2  3.  7  8.  9  3.  8 


Average   1.  9  3.  6  5.  5  3.  8 


1956 

January   5.  7  7.  4  13.  1  7.  5 

February   7.  1  7.  3  14.  4  7.  5 

March   8.4  7.3  15.7  7.5 

April   8.5  7.3  15.8  7.5 

May   7.1  7.4  14.5  7.6 

June   7.2  7.2  14.4  7.6 

July   8.9  7.4  16.3  7.9 

August   10.7  7.5  18.2  8.0 

September   8.  8  7.  5  1 6.  3  8.  0 

October   7.  8  7.  3  15.  1  7.  7 

November   7.7  7.4  15.1  7.9 

December   7.8  7.4  15.2  7.7 


Average   8.0  7.4  15.4  7.7 
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(Continued) 


Appendix  table  75. — Cooperative  2:  Average  additional  payments  per 
hundredweight  paid  to  producers  for  Grade  A  and  manufacturing  grade 
milk,  1955-1958— (Continued) 


Grade  A  milk 

Manufacturing  grade  milk 

Year  and  month 

Hauling 

Bulk  milk 

Patronage 

Special 

Hauling 

Patronage 

subsidies 

premiums 

refunds 

pool  pre- 

Total 

subsidies 

refunds 

Total 

miums  1 

lyo7 

Cents  per  hundredweight 

January 

0 

7. 

7 

12.  4 

0 

20.  1 

0 

12.  6 

12.  6 

February 

0 

7. 

0 

Iz.  Z 

U 

in  o 
19.  z 

0 

12.  7 

12.  7 

March 

o 

7. 

7 

1  9  A 
LZ.  <t 

z. 

7 
/ 

99  Q 
Zz.  o 

o 

12.  8 

12.  8 

April 

0 

8. 

3 

19  £ 
1Z.  0 

7 
i . 

Z 

9C  n 
Zo.  u 

0 

12!  9 

12!  9 

May 

o 

8.  5 

12.  5 

7. 

1 

28.  1 

o 

13.  1 

13  1 

June 

0 

9. 

0 

19  Q 
1Z.  6 

7. 

4 

9C  7 
Zo.  / 

0 

12.  8 

12.  8 

July  

0 

9. 

3 

lz.  o 

0 

Zl.  0 

0 

13.  0 

13.  0 

August 

0.  2 

11. 

2 

1  O  T 

lz.  7 

0 

24.  1 

0.  3 

13.  0 

13.  3 

September 

.  1 

11. 

3 

16.  Z 

0 

z4.  0 

.  3 

13.  6 

13.  9 

October 

.  1 

9.  8 

iz.  y 

7. 

0 

29.  8 

.  2 

13.  5 

13.  7 

November  

.  1 

9.  6 

4. 

0 

zo.  5 

.  1 

13.  2 

13.  3 

December 

(2) 

9. 

7 

12.  6 

13. 

0 

35.  3 

.  1 

13.  0 

13.  1 

Average. 

(2) 

9. 

1 

12.  6 

4. 

0 

25.  7 

.  1 

13.  0 

— ■ — - 
13.  1 

i  nro 

January 

.  2 

9. 

8 

13.  6 

13. 

0 

36.  6 

.  4 

14.  1 

14.  5 

February 

.  1 

9. 

2 

13.  6 

13. 

0 

35.  9 

.  3 

14.  0 

14.  3 

March 

2 

9. 

3 

13.  6 

8. 

8 

31.  9 

A 

1 0.  0 

1  d  9 
1 1.  z 

April 

2 

9. 

0 

13.  7 

9.  4 

32.  3 

.  5 

13.  6 

14.  1 

May 

.  2 

9. 

2 

13.  5 

9. 

9 

32.  8 

.  6 

13.  9 

14.  5 

June 

.  2 

9. 

4 

13.  3 

10.  1 

33.  0 

.  5 

13.  9 

14.  4 

July  

.  4 

9. 

7 

13.  6 

13. 

0 

36.  7 

1.  1 

14.  3 

15.  4 

August 

.  4 

9. 

7 

13.  8 

8.  0 

31.  9 

1.  1 

14.  5 

15.  6 

September 

.  4 

9. 

7 

14.  1 

9. 

0 

33.  2 

1.  0 

14.  7 

15.  7 

October 

.  3 

9. 

6 

14.  0 

6. 

0 

29.  9 

.  8 

14.  7 

15.  5 

November 

.  2 

9. 

4 

14.  0 

4. 

0 

27.  6 

.  5 

14.  6 

15.  1 

December 

.  5 

9. 

5 

13.  8 

11. 

9 

35.  7 

1.  3 

14.  5 

15.  8 

Average. 

.  3 

9. 

5 

13.  7 

9. 

7 

33.  2 

.  7 

14.  2 

14.  9 

1  In  base  paying  months — March,  April,  May,  and  June — premium  is  paid  on  base  milk  only. 

2  Less  than  0.0.5  cent. 

Note  :  The  larger  patronage  refunds  received  by  manufacturing  grade  milk  producers  reflect 
the  higher  average  butterfat  test  of  their  milk.  The  co-op  used  the  same  basis  for  distributing 
refunds  to  both  manufacturing  grade  and  Grade  A  milk  producers — a  specified  amount  per 
pound  of  butterfat  shipped  to  the  plant. 
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Other  Publications  Available 


The  Story  of  Farmers'  Cooperatives,  Educational  Circular  1. 

Organizing  a  Farmer  Cooperative,  FCS  Circular  18. 

Multiquart  Containers — Their  Significance  in  Dairy  Cooperatives, 

General  Report  54.    William  J.  Monroe. 
Grade  A  Milk  Marketing  by  Manufacturing  Co-ops,  General  Report 

56.    Donald  R.  Davidson. 
Seasonal  Milk  Pricing  Plans,  Bulletin  12.    Stanley  F.  Krause. 
Dairy  Cooperatives  Help  Find  Markets,  FCS  Bulletin  1,  Reprint  2. 

Donald  E.  Hirsch. 
Comparing  Bulk  and  Can  Milk  Hauling  Costs,  FCS  Circular  1-t. 

Joseph  M.  Cotvden. 
Bulk  Milk  Handling  in  1955,  General  Report  22.    Joseph  M.  Cowden. 
Pricing  Milk  According  to  Use,  FCS  Bulletin  6.    Stanley  F.  Krause. 
Meeting  Seasonal  Problems  of  Dairy  Cooperatives  through  Educa- 
tion, FCS  Bulletin  9.    Stanley  F.  Krause. 
Selling  Milk  .  .  .  Ideas  for  Cooperative  Managements,  FCS  General 

Report  20.    Donald  E.  Hirsch. 
Integrated  Dairy  Operations  through  Farmer  Cooperatives,  General 

Report  69.    Anne  L.  Gessner. 

A  copy  of  each  of  these  publications  may  be  obtained  upon  request 
while  a  supply  is  available  from — 

Information  Division 
FARMER  COOPERATIVE  SERVICE 
U.S.  DEPARTMENT  OF  AGRICULTURE 
WASHINGTON  25,  D.C. 


